With Our Readers 


Sirs: 

Is there room for just one more 
“Recovery” plan? This one has, at 
least, the virtue of brevity and sim- 
plicity? One sentence expresses it. 

Adjourn Congress and all state legis- 
latures, without pay, for at least one 
year. 

Law-making is the only industry in 
which real over-production — exists. 
Salary cancellation involves a_ slight 
breach of contract but precedent has 
established the principle of allowing 
expediency, instead of scraps of paper, 
to control our policies. The following 
objectives justify the method: 

1—The killing load of taxation 
would be lightened. Figure out for 
yourself the total salaries and expenses 
involved. Add to this the billions of 
the people’s savings that would have 
been appropriated for other than true 
governmental purposes. Lift this load 


from industry and watch it leap into 
activity. 

2—The fear of further persecution 
and ever-increasing government com- 
petition lies like a blanket of poison 
gas over the units, large and small, of 


our industrial life, strangling, stifling, 
paralyzing. Cut off this poison at its 
source. Give industry a draught of 
the sweet air of sanity and freedom 
before its last gasp announces complete 
surrender to the power of regimen- 
tation. 

3—Release the power of leadership, 
now wasting itself in futile attempts to 
legislate a frantic mob into prosperity, 
when their real need is to be left alone 
to work out their own salvation like 
human beings, not puppets hitched to 
a string and forced to dance to the 
piping of bureaucrats. Was the primi- 
tive expanse of America’s forests and 
idle reservoirs of oil and ore and fer- 
tility converted into a paradise of 
wealth by passing laws? Was our vast 
telephone system built by referring the 
Matter to Congress? Whose labor, 
self-sacrifice and burning hopes for 
better things created the savings now 
co-ordinated in the marvelous system 
which delivers light and power and 
comfort to your home at the turn of a 
switch? If our legislators were turned 
loose into the world of reality, they 
would go to work like other men creat- 
ing wealth instead of devising schemes 
to discourage enterprise and dissipate 
the wealth that others have created 
and conserved and invested for the 


henefit of all. 


If you had a task to be performed, 
would you hire a standing army to 
snipe at the workers? Wouldn't it be 
more rational to enlist them on the job? 


—C. R., Oneida, N. Y. 


Sirs: 

Moving pictures of the President's 
talk to the- farmers who recently 
marched to Washington (presumably 
by train or auto), provide the observer 
with food for thought. 

When we consider his attitude to- 
ward these people and his catering to 
organized labor, as contrasted with his 
attitude toward industry, the utilities 
and finance, one cannot but wonder 
what he expects to accomplish by stir- 
ring up class hatred, setting one group 
against another, while pleading the 
need for co-operation. 

It would seem obvious to any player 
on the team, on which the President 
calls himself the quarter-back, that 
team-work is necessary. A one-man 
team is open to suspicion. Yet how 
does he expect to secure that team- 
work by showing open preference, by 
taking from one to give to another, 
and by antagonizing, needlessly, his 
All-American players? 

To carry the football comparison 
farther, would any competent coach 
fire his best and most proven men from 
the squad, in a severe crisis, to re- 
place them with players with no previ- 
ous training, experience or reputation? 

There are penalties, in the game of 
football, for unnecessary roughness. 
Kicking the players around, either 
one’s own or the opponents, is not gen- 
erally considered good sportsmanship 
or a way to secure team-work. 

The game is supposed to be played 
according to the rules and these are 
not subject to change in the middle of 
the game. It is not generally permis- 
sible for one man to be both player, 
rule-maker, and referee. But that was 
before the New Deal. 

And what has it gotten us? Wheth- 
er our national football has made any 
material progress toward the goal of 
recovery is still being argued. That it 
could make any progress is surprising, 
considering the way the game has been 
played, even if we did “devalue” the 
measuring line. 

There are some who do not like the 
way it has been played. At first the 
quarter-back ignored them, but it 
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didn’t work. He next called them 
Tories, and that too failed to alter 
tacts a bit. Perhaps somewhat exas- 
perated, he then called them liars. 
Whom the gods would destroy, they 
first make mad, so it has been said. 


R. D., Parkersburg, W. Va. 


Sirs: 

Having seen my investments and 
savings melt away during the last three 
years I am casting about for a way to 
preserve the remaining equities that I 
hold. 

It seems to me that inflation is 
as inevitable as that the sun will rise 
tomorrow morning. As I see it we 
will have a period of wild “prosperity” 
followed by a crash that will make this 
present depression seem like the heights 
of prosperity. 

But in order that one may reap a 
harvest of the devalued dollars one 
must—perchance — revamp his _port- 
folio of stocks, bonds, or what have 
you. It seems to me that “preferred 
stocks” with fixed amount. of dollar 
income will be the first to feel the 
effect of a real inflation. (I mean the 
bad effects.) 

It appears also that real estate and 
common stocks, in properly selected 
companies, will be the best hedges. 
And as real estate possesses many qual- 
ities not conducive to best advantage 
the common stocks look best to me. 

If I were loaning money today—on 
mortgage—I should write in the bond 
that I should have my choice of dol- 
lars—or commodities. 

For instance, on a loan of $1,000 
I would have the option of requiring 
payment of that many dollars—or 
20,000 pounds of sugar, which is. the 
practical equivalent now. Sugar will 
keep step with wildly advancing prices 
while the dollar will not. The wise 
course now is to borrow on long-term 
notes and trust the future to enable 
you to repay your creditor with ten- 
cent dollars—or e¥en cheaper ones. 


E. E. M., Klamath Falls, Ore. 


We doubt that the decline of the 
dollar's purchasing power in the com- 
ing credit inflation will be as extreme 
as you fear. Your theory as to the 
desirability of equities is correct, but to 
gc into debt in anticipation of infla- 
tion is risky, since you can not forecast 
its timing.—Ed. 
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T was a foregone conclusion that a 

United States Senate subservient 

to the patronage dispensing powers 
of the Administration would adopt the 
Wheeler-Rayburn Bill in the form de- 
sired by President Roosevelt, regardless 
of the grave damage that enforcement 
of such legislation will inevitably inflict 
upon utility investors. 

In some quarters hope is entertained 
that these investors will get a squarer 
deal in the House of Representatives. 
On this point we are not optimistic. 
While in the House the bill has met 
with stiff opposition in committee de- 
liberations, action on the floor is quite 
another matter. On every major Ad- 
ministration proposal heretofore the 
House has “gone along” with the Presi- 
dent even more obediently than has 
the Senate. The probabilities are, 
therefore, that the spleen against the 
utilities is going to be satisfied. 


Nevertheless, we see no reason why 
utility stockholders—even in holding 
companies—should at this late day 
throw up their hands in despair and 
dump their holdings. There is some 
ground for encouragement in the fact 
that the effort made in the Senate to 
substitute regulation for a manda- 
tory death sentence on “unnecessary” 
holding companies failed by only one 
vote. 

This means that all of the Adminis- 
tration’s political and patronage powers 
were required to put the measure over. 
Bearing in mind the number of Demo- 
cratic Senators whose cardinal policy 
is to support their Administration and 
their Party, regardless of their own 
personal beliefs, it can be safely stated 
that an actual majority of Senators 
did not regard this bill favorably. 

The point is of practical importance 
to utility investors because the time set 





Don’t Be Stampeded! 


for mandatory extinction of many ex- 
isting holding companies is five years 
hence. Much can happen in five years, 
including a broad swing of the politi- 
cal pendulum. Even lacking such a 
swing, five years can either substan- 
tially alter the composition of Congress 
or modify the attitude of many present 
members thereof. The victory for 
President Roosevelt having been such 
a close one in the Senate, it is by no 
means outside of the realm of pos- 
sibilities that a later time will pro- 
vide the small shift required for a 
reversal. 

Meanwhile, investors have ample 
time to weigh their individual prob- 
lems. Do not be stampeded by fear. 
Time is on your side. The economic 
tides are with you, and we believe the 
political tides against you have passed 
their high water mark and are on the 
ebb. 











panies. 


Which Type of Security 


This article will consider today’s investment problem. 
industries, preferred and common stocks in others. 
and appreciation with safety. 
the prospects of those in contemplation. 


In the Next Issue 


By GEorRGE L. MERTON 


By Howarp MINGOos 


By JoHn D. C. WELDON 


What Industries for Investment? 
Which Companies 


It will point out bonds in some 
It will point the way for maximum income 
It will aid in the appraisal of present holdings and in evaluating 


Aircraft’s Opportunity Is at Hand 


New circumstances at home and abroad combine to bring greater activity to aviation com- 
Those organizations in the most favorable position will be suggested. 


Business Prospects for the Third Quarter 
The Period When Natural Recovery Should Be in the Forefront 
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mportant Book-Free AS 
Here, we believe, is one of the most valuable and useful works , 
on investment we have ever published. Its principles, used in 
conjunction with the regular reading of The Magazine of Wall 
Street, can prove of dollars-and-sense value to every investor— 
every trader. 
“What to Consider When Buying Securities Today” is not dry 
theory, but a clear, simple exposition based on those principles 
advocated by The Magazine of Wall Street for success in in- 
vesting. 
. 
What to Consider 
J e . 
When Buying Securities Today 
By A. T. Miller 
The Magazine of Wall Street’s | 
Technical Market Authority | 
Beginning with a practical discussion of the pros and cons of 
practical economics, the author of The Magazine of Wall 
Street’s Fortnightly Market Forecast comprehensively, yet sim- 
ply, covers every phase of investment technique required under 
today’s conditions. 
He discusses the advantages and disadvantages of various types E. Ken 
of securities—the factors to be considered to profit by oppor- Man 
tunities in bonds, preferred and common stocks. [very pos- 
sible eventuality is considered—as well as valuable pointers in 1. A SOUND BASIS FOR CURRENT INVESTMENT 
detecting buying, selling and switching signals. —Practieal dynamic business economics. | 
—The consequences pro and con of currency and credit | 
Truly, this is a workable and easily understandable text, ex- —— aoe eae ' f 
plaining a profitable subject so that you can readily understand ea ee ae ee 
and apply its methods to vour individual needs. | 2. THE BASIS FOR COMMON STOCK SELECTION UNDER 
PRESENT CONDITIONS 
| —Simple methods essential to successful investing. 
. ° + 
Free With Yearly Subscriptions | 3. HOW TO GAUGE SPECULATIVE AND INVESTMENT OPPOR- 
oer ; . : é TUNITIES IN BONDS 
This book is not for sale. It was prepared for The Magazine | cians (constiiehs ante iat glusipel. 
of Wall Street subscribers—was offered with yearly subscrip- —Selecting bonds from the low-priced list. 
tions. We have but a limited quantity now available, so urge = pings bond values. a ; ; 
you to act at once. If you did not receive it as a subscriber, Pa sarah a hg ener cna alec iataa PE( 
“W hat to Consider When Buying Securities Today” will be —Detecting the real opportunities for profit in bonds. DE 
sent with a one year’s renewal. 
= 4. A SIMPLE EXPLANATION OF HOW TO READ AND PROFIT : 
BY FINANCIAL STATEMENTS fun 
Other Privileges You Enjoy —How to judge a company’s strength. cha 
—How important is book value today. M 
: ° a 
Asa Yearly Subscriber 5. WHAT YOU MUST KNOW ABOUT THE TECHNICAL It 
_ POSITION , 
Yearly subscribers also enjoy the consultation privileges of a —Ouick or long range profits. rect 
Confidential Inquiry Service. No other organization has the —The various long and near-term movements of securities. can 
ea nae to duplicate this co-operation—the only stipulation is 6. WHY A STUDY OF GROUP MOVEMENTS 1S ESSENTIAL TO dec 
that inquiries be limited to not more than three listed stocks or SUCCESSFUL INVESTING i : 
bonds at a time in order to facilitate replies. This enables you vi 
to personalize the work of The Magazine of Wall Street in ac- 1 eee, ee ee era 
; : ; eae 5 ss AITIES IN 12 LEADING G IPS 
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hundreds or thousands of dollars. —Non-Ferrous Metals —Publie Utilities —Leather wn 
8. THE ADVANTAGES AND DISADVANTAGES OF INVESTMENT =. 
® ° | TRUSTS y 
To Receive Your Copy Mail —Rules to apply in selecting Investment Trusts. suc 
Ps. —Important chapter on a form of investment which may 
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PEOPLE MUST HE decision of the Supreme in the next election it will cut broadly across party 
DECIDE Court in the N R A case lines and unquestionably will play a dominant role 
aT is a stern reminder that the in the popular choice for President. 
fundamental organic law of this nation can not be 
changed now any more than in the time of John teal 
Marshall by will of the executive or act of Congress. 
It may be that President Roosevelt is abstractly cor. WILL BIG CROPS HE prospect now is that 
rect in holding that there are economic problems which HURT US? this year’s crops will be 
= can not be solved under the narrow limitations the so large as to give us a 
ro decision puts upon the Federal power over interstate test of the theory that big crops are a national calamity. 
commerce. But that is a question to be decided delib- Notwithstanding arbitrary reduction of the wheat acre- 
L erately by the will of the states in accordance with age under A A A regimentation, the Department of 
the provisions of the Constitution. It is certainly not Agriculture estimates that on the basis of present 
rs to be lightly decided by a Chief Executive whose condition of the planted crop winter wheat will have 
whole record in office is one of disregard of his pre- the largest production since 1932 and larger than 
- election pledges. It is not a question to be decided last year’s crop by 39 per cent. It is too early to 
by the Supreme Court; only the people can make estimate the corn crop but the conditions are distinctly 
‘ such a decision. Under the Constitution this is a favorable to a large yield. Even if a big crop goes 
federal nation in which certain powers are reserved hand in hand with low prices we shall be able to 
ail to the states or to the people and other powers are compare the results on the national economy of last 
= delegated to the national government. The latter year's small crops and high prices. It is true that 
a powers were deemed adequate, “as they have proved farmers had a larger income last year between realiza- 
to be,” in the words of the Supreme Court, “both in tion from crops and government bounties for not hav- 
war and peace.” ing crops than they had in 1933, but agricultural labor 
r The question of whether or not such powers shall suffered unemployment, the transportation industry 
: be increased is of first political magnitude as well was restricted, the foreign market was virtually elim- 
as of prime importance to general business. It revives inated, domestic consumption of wheat and corn were 
Sd a controversy as old as the nation. If made an issue reduced, trade was disrupted and normal crop financ- 
- —— 
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ing was sadly disturbed. The people out in the na- 
tion’s bread basket seem to be greatly delighted over 
the promise of large crops, and we believe they are 
justified in their delight. 


—_~S 
HYBRID HILE it is not likely that this 
SOCIALISM session of Congress will take 


up the question of enacting 
inheritance taxes we have it on no less authority than 
that of the Secretary of the Treasury that such taxes 
are an objective of the New Deal. Little doubt is 
entertained that the Administration will attempt to 
drive an inheritance tax act through the next session. 
We already have a Federal tax on estates but soaking 
the dead is not a full measure of the social justice that 
may be attained through further distribution of the 
wealth they represent. If, as seems to be the intention, 
inheritances (and gifts) should be treated as part of the 
annual income of heirs and beneficiaries and subjected 
to the present schedule of normal and surtax levies 
heirs might find their taxes greater than the residue 
that would be left to them. If the New Deal con- 
ceptions of the relations of the state to private pro- 
perty persists we may expect that in the course of 
time the latter may be taxed out of existence between 
estate and inheritance tributes. 

Our present conception of the right of property is 
that in the long run wealth is better managed and ad- 
ministered for the common good than it could be by 
the state. So long as we entertain that conviction it 
would be the part of wisdom not to cripple or ruin 
the system. Even now the estate taxes, accompanied 
by inheritance state taxes in some instances, work 
great injury to property management and values. 

If we must have inheritance taxes it is essential that 
they shall be levied according to the nature of the 
inheritance. Where the inheritance is in the form of 
a business a combination of estate and inheritance 
taxes might work its ruin or its transfer from the 
heirs to someone rich enough to buy it. Social justice 
would be difficult to find in the latter case and not over 
abundant in the former, except on the theory that any 
one who has built up a business has been such a 
public enemy as to be punishable in his posterity. The 
growing tendency to use the taxing power as the means 
of effecting other ends than the collection of revenues 
for public functions is insidious. If not checked it will 
in time give us a crippled capitalistic economy without 
the assumption by the state of the sobering responsi- 
bilities which public ownership would impose. 


~~ 


COMPENSATION OF 
INDUSTRIAL FLUX 


N these rapidly chang- 
ing times we worry 
much over impending 
calamities that never arrive; others arrive but prove to 
be blessings in disguise. The ruin of horse transport 
and the passing of the buggy and wagon industries 
through the coming of the motor vehicle are undeniable, 
but they have been replaced by something vastly 
greater and better. The railroads put the canal sys- 


tem out of business, but they are something far better 
than that which they displaced. The autos and trucks 
are now raising havoc with the railways, and aviation 
is aiding and abetting them, but it is certain that in 
the end we will have far better transportation than we 
ever had before, and probable that the railroads them- 
selves will benefit by the competition. A favorite 
national worry of the moment is what to do about 
the wheat and cotton farmers who may be rendered 
excess baggage by foreign competition and domestic 
paternalism. At the same time there is worry about 
the plight of the nation ten or twenty years hence 
when petroleum deposits may be exhausted. These 
two worries may be antidotes to each other. As petro- 
leum wells run dry and wheat and cotton decline the 
farmers may prosper more than ever by raising motive 
and mechanical power in the form of alcohol derived 
from corn stalks and other vegetable products. And, 
too, as the oil industry dwindles old King Coal will 
return to his throne. 


—_ 
EXTREMES IN BANK- SATISFACTORY 
ING LEGISLATION A and mutually 
beneficial __rela- 


tionship between a privately-owned central bank and 
a national government has been demonstrated under 
varied conditions for many years in both England and 
France. Yet our proposed bank legislation, with its 
objective of creating a central bank here, would go 
a step further and convert the Federal Reserve into 
a system wholly owned and dominated by the govern- 
ment. The dangers inherent in permitting a politically- 
appointed board to change Reserve requirements at 
will, or to force unlimited quantities of government 
securities on member banks, naturally gives pause to 
many. Indeed, the extent of the popular concern is 
evidenced when we find the New York State Bankers’ 
Association discussing the advisability of individual 
banks withdrawing from the Federal Reserve System. 
Of course, such withdrawal would afford little protec- 
tion against the evils to which objection is made, for 
many of the governmental policies might still be en- 
forceable under the Federal Deposit Insurance Corp. 
Furthermore, withdrawal would prove no safeguard 
against inflation, and unwise money and credit policies 
would ultimately effect those institutions outside of the 
System as severely as any of the member banks them- 
selves. Withdrawal is no remedy, but the very fact that 
it receives consideration points to the weaknesses and 
hazards which bankers see in the proposed Act. Few 
of them would quarrel with the idea of a unified bank- 
ing system. The Federal Reserve Board itself recom- 
mended changes more than two years ago, which might 
gradually give rise to it. The proposal found wide 
concurrence among economists and money and bank- 
ing authorities; but few, if any such, are willing to 
deliver our Reserve System over to politically-domi- 
nated control which, no matter how well it might 
initially administer its authority, would nevertheless 
always have the potentialities of hazardous monetary 
manipulation and its attendant economic horrors. 
Monday, June 17, 1935. 
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As I See lt 





~ By Charles Benedict 





The Radicals and the Rationalists 


EN in their youth dream of perfection 
relying on their vitality to force the 
ideal situation on the world quickly. 

Mature leaders of men, scarred in the battle 
with human nature, give thanks if their efforts 
produce even a slightly better condition in 
their lifetime. 

The average man is a bewildered individual 
as far as economic and social problems are con- 
cerned. All he knows is that there is misery, 
poverty and suffering in this world so that the 
struggle for existence and for a decent living is 
sometimes beyond his endurance. He knows 
there is something wrong somewhere. He is 
mentally tossed hither and thither by the ins 
and the outs,—by captains of industry and 
finance, whom in most cases he looks upon as 
his natural enemies, and by his ‘‘friend,” the 
reformer, who speaks to him of the brotherhood 
of man and the perfect social state. This new 
age of propaganda importunes him through 
every one of his senses. He doesn't know when 
he is being deceived. Individuals, equally 
prominent, campaign on both sides. Collec- 
tively, they tire him out with the result that he 
sides with the party that furthers his immediate 
personal interest, or sits on the fence ready to 
switch to the winning side as soon as he makes 
up his mind 
which side it is. 

Therefore, let 
us recognize that 
the average man 
is more or less of 
a spectator and 
that the battle of 
today is being 
waged between 
the leaders of the 
radical and the 
rationalist fac- 
tions. 

Up to now, as 
a result of the 
great depth of the 
depression, the 
radicals have 
been in control, 
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Section of Joe Wheeler Dam, T V A 


because even among the rationalists there was 
a great deal of radical thought as well as an 
individual willingness to test the new social 
and economic theories hailed so vociferously in 
Europe. However, the fallacies in these im- 
ported economic and social theories have shown 
up so glaringly in the American experiment 
these past two years, that even the most timid 
rationalist leader has today became vocal in 
exposing the dangers of continued radicalism. 
The pink, and even the formerly red, industrial 
leaders have in these past years had ample 
proof of the fallacies of politically planned 
economy. 

Outstanding proof of the failure of govern- 
ment planning and execution is the TVA power 
development which is economically unsound, 
—and which is a perfect demonstration of 
colossal waste and uneconomic spending. In 
the first place, if the Government wished to 
chastise the public utilities for bad boom-time 
stock practices and to set up a yardstick for 
rate making, it could have gone about it in a 
much more economical way. No private busi- 
ness man would have been so short sighted. 
The TVA efforts have resulted only in the piling 
up of a mountainous debt which must eventual- 
ly be paid by the whole body of taxpayers. 
The TVA experi- 
ment. has taught 
us that we cannot 
permit the Gov- 
ernment to usurp 
the prerogatives 
of private enter- 
prise. The cost 
of political opera- 
tion is tremend- 
ous because it 
functions in re- 
verse of the pro- 
cedure which pri- 
vate business is 
obliged to follow. 
Business has to 
count the cost. 


(Please turn to 
page 272) 
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q Continued Investment Demand Has Given Scarcity Value to 


Many Stocks 


q Ave Business Hopes Strong Enough to Foster Further 


Advance During Period of Normal Summer Slackness? 


hat To Do Now 
Buy? — Hold? — Sell? 


By A. T. MIL_er 





T a time when weeks of 
advance might logically be 
presumed to have placed it 
in a vulnerable technical position, 
the stock market has climbed back 
to the best price level reached since the 
present recovery phase began in mid-March, 
atter reacting but moderately and temporar- 
ily to the termination of N R A. 

The action of the United States Senate 
in passing the hard-fought Wheeler-Ray- 
burn Bill has failed to shake it, and even 
utility common stocks have met this news 
with only a trifling reaction after an 
average advance of more than 33 per cent 
over the past’ three months. 

It can only be said that the performance of 
the past. fortnight testifies impressively to the 
power of the basic forces now operative on investment 
and speculative sentiment. On the recent brief reac- 
tion we have seen the familiar hopeful signal of an abrupt 
shrinkage in trading activity, followed by promptly ex- 
panded activity as the advance was resumed. Once more 
potential buyers awaiting the “secondary reaction,” usually 
predicted by market technicians, missed the rally. 


4 





Consolidation Point or Ceiling? 


At the present average level of industrial shares, about 
the same as that at which the advance showed signs of 
flattening out late in May, considerable resistance again 
has apparently been encountered, presenting the ancient 
puzzle whether we have reached a ceiling which will prove 
adamant for some time to come or merely another period 
of consolidation in an intermediate recovery not yet ter- 
minated. Pending the market’s own signal, activity has 
again slumped abruptly as traders cautiously take to the 
sidelines. 

Thus far seasonal business influences have been virtually 
ignored and so have been various Congressional uncertain- 
ties made much of a few months ago. If one believes that 
the composite judgment reflected in the market possesses 
prophetic vision, then plainly it has forecast that the death 
of N R A does not substantially lessen the promise of 
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business recovery during the sec 

ond half of the year. The forth 

coming second quarter earnings 

reports will average fully as fa 

vorable as those of the first quarter 
and should tend to sustain sentiment. For 
the time being, at least, alarm as to the 
imminence of a crash of the European gold 
bloc has waned. 

Nevertheless, when nothing whatever 
appears to be the matter with the market, 
we are inclined to suggest caution in reach- 
ing for equities, entertaining at least mild 
doubt whether hopes regarding the second 
half year can prove strong enough to sup: 
port a renewed wave of confident speculation 
over the normally dull weeks immediately ahead. 

In the absence of any general willingness of 
investors to let go of prime dividend-paying equities, 
“scarcity value” is the obvious explanation of prices 
at which not a few issues now offer a current yield of only 
3 to 4 per cent. To predict a top for them would be 
hazardous, but unless one is confident of the probability of 
largely increased earnings and dividends within a reason 
able time, it is difficult to escape the conclusion that many 
are at rather rich level. 

We think it logical to regard such stocks somewhat as 
one would regard a prime bond which had reached a price 
on which the yield would be about 2! per cent. We have 
already seen a tendency for funds to turn from high grade 
bonds, which have reached prices seldom seen more than 
once in a lifetime, into second grade bonds, preferred stocks 
and the best grade equities. 





Overlooked Issues 


In the present setting there is every reason to assume 
that this “spill over” process will continue as idle funds 
search for adequate yield. We venture the opinion, there- 
fore, that promise of ultimate appreciation is now greatest 
in less popular equities, some of which are still available 
at yields of 5 to 6 per cent, and even in more speculative 
issues of strong companies which offer far longer odds in a 
bet on recovery than do the blue chips at present quotations. 
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In the recovery of industrials over the past fortnight the 
outstanding leadership has been supplied by such old fa- 
yorites as American Can, Continental Can, Corn Products, 
Air Reduction, Allied Chemical, American Telephone, 
Coca-Cola and Standard Oil of New Jersey. 

In utility issues, many of which still yield quite hand- 
some income returns, persistent, but discriminating, buying 
sill remains in evidence, despite uncertainty as to the 
outcome of the pending Wheeler-Rayburn Bill. If we 
have seen the peak of governmental “cracking down” on 
utilities—as there is some reason to hope—and if we are 
to see further general business improvement—as appears 
highly probable—then the majority of senior obligations 
of operating utilities and of the more strongly integrated 
holding companies still have a considerable distance to go, 
many such relatively sound securities now yielding from 
}or 6 per cent upward. 


Progress in Rail Securities 


Perhaps the most interesting feature of the recent market 
performance has been a gradual rise in the rails to a new 
high closing level for the advance since last March. For 
the present it can only be a most highly speculative con- 
jecture whether some of the better rails are in a funda- 
mentally over-sold position capable of a reversal almost 
as startling as that which swept over utilities after dreary 


for the industry. Rumors of price shading here and there 
are officially denied, but scrap prices—usually of consider- 
able prophetic significance—have weakened a trifle. The 
real test is expected to come in fourth quarter price 
schedules. 

Automobile production for the latest week shows a mod- 
erate expansion, with most producers on a five-day week. 
Activity continues to run some 25 per cent above that of 
a year ago. Meanwhile, with further seasonal recession in 
sight, some companies already are placing tool and die 
orders in preparation for new models. 

Electric power output also shows an advance and re- 
mains about 4 per cent above the level at this time last 
year. For the past five months this index, on the average, 
has remained above the theoretical “normal” of 1929-30, 
which means that in the physical production of electricity 
the depression is over. On top of greatly expanded domes- 
tic consumption, an industrial recovery would quickly 
carry use of electricity far above anything known in 1929— 
all of which contrasts most strangely with the political 
factors which keep utility stocks in the grip of depression. 


Business Stability 
The belated appearance of warm summer weather has 


given a seasonal lift to retail trade, gains in various sec- 
tions ranging from 4 to 12 per cent above a year ago. 





























sec’ 
orth- months of hopeless pessimism. Politically the rails are in On the whole the business records are interesting less 
lings a better spot than the utilities. Economically, they are in for their immediate variations than for the general impres- 
; fa- a far worse spot in that a very small minority possess any sion they give of quiet stability. There is as yet no sug- 
urter current earning power for equity issues and the majority gestion of any such severe recession as followed periods 
For are not even covering fixed charges. of advance both in 1933 and 1934. 
the On the other hand, a combination _ Under the surface, and not subject 
gold of more normal crops—now in sight to ready measurement from week 
—and expanding business recovery, RECENT MARKET to week, gradual improvement con- 
ever especially in the heavy industries, ' tinues in private residential build- 
‘ket, could change the picture greatly for a a ing, even though the present level 
ach- various roads. In the arbitrary im- is only 20 per cent of normal and 
nild position of higher costs, both as great obstacles continue to block the 
ond regards wages and higher priced Pl road to full recovery. Also under 
sup: materials, they have already taken COMBINED AVERAGE the surface, the slow convalescence 
‘ion their beating and have seen the | | |_| in heavy equipment continues as 
rad. worst at least so far as 1935 is con- z lai | IZ) § company after company loosens its 
of cerned. It therefore follows that out . ===5" | « purse strings to modernize plant 
Hes, of any material increase in gross 2 30|4 | Pee. Ue facilities. 
ices revenues from the present level a = | | ar Pal | | | In the commodity markets, while 
nly more satisfactory percentage should z most eyes have watched for the 
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- of income. fetttgyprt4 debacle upon prices of finished 
on Taking all of the obvious unfa- | Bae ce ia . | goods, the highlight has been the 
ny vorable elements at face value, it 10 —, further sharp slump in wheat. This 
is at least possible that the bugaboo can not be attributed to develop- 
as of motor competition and perman- ments in the international ex- 
‘ice ently lost freight trafic has been ae — ee changes, which seem to be quiescent 
uve overplayed somewhat as the hob- t 1935 4 for the present. As a matter of 
ide goblin of Federal demolition of the fact, it reflects the vastly improved 
an utilities was overplayed not long crop prospect, now that the drought 
“ks ago. In this connection, the high- appears definitely to have ended. 
light of the recent bond market has been brisk recovery At first glance it would seem that more normal crops 
in speculative rail obligations. should be a blessing, giving the food consumer more for 
Whether such tentative indications will prove signifi- his money, giving the railroads more freight to carry and 
cant is, obviously, a guess that is not for the cautious. The contributing generally to improved business activity. A 
ne current statistics of rail trafic are nothing to get excited large increase, however, can exert a disproportionate effect 
ds about. The latest figures show a rebound from the holiday | upon prices and even reduce farm income, rather than 
ree week and are above a year ago only because of a coal increase it or maintain it. On present indications, it ap- 
>st movement augmented by current fears of a strike in the pears likely, for example, that the wheat harvest will 
le bituminous fields. exceed that of last year by 200,000,000 bushels or more 
ve Other current indexes of business activity present a and again present something of a surplus problem for 
a mixed appearance. Steel operations have dipped another A A A to struggle with. 
IS. two points or so, to a level around 39 per cent of capacity (Please turn to page 270) 
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Happening in Washington 


By E. K. T. 


Business has disappointed the Admin- 
istration by keeping up when by all the 
New Deal rules it ougnt to be slumping. 
N R A’s funeral has been taken more as 
a wake than as an occasion of unquench- 
able grief. Official reports indicate that 
business is strongly resisting the seasonal 
slump, notwithstanding the deterrent 
effects of necessary adjustments to the 
release from rules and practices which 
have grown up during the past two years. 

Officialdom is meeting this unex- 
pected turn of events by dwelling on 
the impetus which it expects business 
will get in the early fall, by which 
time it counts on a flow of $200, 
000,000 a month from the work re- 
lief funds into the pockets of the 


people. 


President, however, is not in the 
least swayed from his conviction that the 
powers of the national government must 
be greatly increased. Tugwell spoke for 
the President when he said on June 10: 

“The question before our people, 
and the only question worth discuss- 
ing now, is whether we shall once 
for all say that national questions 
shall have national solutions.” 


Acme Photo 


thau. 


Psycho-analysis of the President is a popular pas- 
time. Judgments of two and three years ago are being re- 
vised. It is now apparent that his is a complex character, 
so complex as to be lacking in intellectual consistency. It is 
notorious that most of the men in high places who are 
brought into contact with him have learned that they must 
not act on the assumption that what he says in private con- 
versation is an indicator of what he will do. When it 
comes to a decision he does not permit himself to be hobbled 
by what he has said a few days before, any more than he 
considers himself bound by declarations in campaign 
speeches or party platform in 1932, which, as everyone 
knows, have been flagrantly disregarded. He has the mental 
and temperamental composition of a genial, absolute mon- 
arch combined with lofty public ideals and legendary 
devotion to democracy. 

He may think of himself at times as comparable to the 
kings who broke down feudal power to build nations, 
the modern feudatories being the great business aggre- 
gations, and their castles being comparable to the re- 
served powers of the states. History may adjudge that 
he was the man for the times, but the contemporary 
view is becoming more and more that he is not the 
leader for that minute part of the present epoch repre- 
sented by the years 1935 and 1936. The man for re- 
form and rebuilding, perhaps, but not the leader for 
business recovery. 





Secretary of the Treasury Morgen- 
Will He Increase the Price 
of Silver? 


Utilities bill is a case in point. Dis 
tinctly opposing to the return of con 
fidence and the encouragement of 
capital, it was pushed through by 
the President, partly in a vindictive 
and punitive spirit and partly as an ir 
revocable step toward government own 
ership without regard to the present or 
the near future. At the same time the 
President believes (see Dr. Moley), that 
recovery can come only through private 
business initiative and thinks that he is 
helping it through the work-relief pro- 
gram. 

Passage of the bill by the Senate 
was actually by a majority of only 
one vote — in the roll call on an 
amendment that would have taken 
the “‘death sentence’ out of it. Af- 
ter that the band wagon was sought. 
But for the President, the Senate 
would have defeated the bill. It will 
be accepted by the House—and the 
brakes will be continued on construc: 
tion and reconstruction by the utili- 
ties. The closeness of the test vote 
in the Senate, the certainty that the 
constitutionality of the act will be 
contested and the knowledge that 
many things may happen before 1942 
softened the qualms of the band 

wagon riders. Besides, it is a good piece of campaign 
ballyhoo to resist the inroads of the extreme demagogues 
on the left contingent supporting the President. 


Excise taxes will be continued, as voted by the sub 
committee of the House Ways and Means Committee, but 
a powerful fight was put up for the abolition or reduction 
of the gasoline tax of one cent a gallon. Evidence showed 
that in some communities combined taxes are as much as 
12 cents on gas costing wholesale 9 cents. “Destructive 
taxation hand-in-hand with profligate spending and borrow 
ing. 


Estate and inheritance taxes will not be considered in 
this session of Congress. But will be vigorously pressed in 
next session; they constitute an integral part of the New 
Deal, and will have more political value if adopted on the 
edge of the 1936 presidential campaign. 


W ork-relief progress is slow. Lack of planning by 
an administration whose political specialty is economic plan’ 
ning is chief reason. Imperative necessity of getting all the 
victims of relief onto work rolls is taking the edge off the 
industrial stimulation objective. 

That is, the tendency is for the new program to be 
come nothing more than an improved C W A, involving 
comparatively little patronage of industry for supplies, 
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materials and equipment, thus failing to promote the 
secondary employment upon which the President banked 
so strongly. 


Strikes are waxing, due mostly to longer hours plus 
in some cases reduced wage rates since N R A lost its cor- 
poreal existence, but little is said over the satisfaction of 
employees in the larger pay envelopes resulting from more 
time. Instances are reported of longer work weeks accom- 
panied by increased wage rates. Abolition of the scheme 
of spreading out work may increase unemployment for a 
time but is hailed as sound recovery procedure even in the 
desolate halls of NRA. Renewed competition will lower 
retail prices for a time, increase purchasing power of wages, 
stimulate enterprise. 

Result might discredit New Deal dreams, but re- 
covery of prosperity will eclipse past errors. Remem- 
ber that the nearer the next election comes the greater 
will be the political need of business well-being. Presi- 
dent can take a licking in theory if it brings a victory in 
recovery. 


Republican Mid-West Conference confirms view of 
Washington observers that next year’s political battle will 
be a straight out fight between New Deal and Old Deal 
principles. Earlier Republican idea of trying to kidnap the 
New Deal is dead. Republicans 











of exports of American agricultural products. Today, it 
points out, they are only 41 per cent of the pre-war level 
and only two-thirds of what they were a year ago. Had it 
not been for the fact that cotton exports were higher in 
April this year than they were in April, 1935, the index 
of exports for that month would have been down to 50. 
Ironically, enough this staying of the fall of cotton 
exports was due to Japan, which took more cotton from 
us than the United Kingdom, Germany and France com- 
bined. Japan’s textile expansion is the reason, but our 
high-priced cotton (A A A to blame) is causing her to 
bend all her energies to the development of other sources 
of supply. And we worry about a few million cheap 
electric light bulbs from Japan! 


AAA will go on, nevertheless. Nobody, least of all 
the “grass root” Republicans, dare interfere with this Roose- 
velt Santa Claus. Marketing agreements will be super- 
seded by administrative “orders” so as to get around the 
effects of the Supreme Court decision on NRA, as the 
agreements are nothing more than agricultural codes. The 
processing taxes will have to stand and take their chances 
in courts—leaving a possibility that A A A will eventually 
be wrecked by the Supreme Court. 


Silver—Secretary Morgenthau’s report to Senator 
McCarran supports his prom- 





will dodge charge of reaction- 
ism by maintaining that they 
are the real liberals in adher- 
ing to a political and economic 
system that offers more free- 
dom than any other and is 
more adaptable to realities 
than anything which has been 
offered in its place. 

Opinion gains ground 
here that Hoover will be 
the nominee; his friends 
tell me that their corre- 
spondence shows a grow- 
ing feeling that his nomi- 
nation is as inevitable in 
1936 as his defeat was in 
1932. “Another Grover 
Cleveland.” 


sion of democracy. 


tomb of 1932. 


Friends of Mr. Roose- 
velt say that, following his 
custom, he is looking around 
for some new adventure to stir 
public enthusiasm, with him as 
its focus. Their guess is that 
it will be found in the inter- 
national field. League of 
Nations economic survey 
shows that world trade is still 
shrinking. Unless it is re- 
stored it will shrink further, 
leading to universal economic 
nationalism and lowered 


man for the times. 


zero. 


cotton. 





Washington Sees— 
President planning great international confer- 
ence to make the world safe for trade. 


Straight issue in 1936 between nationalism and 
federalism, with former disguised as exten- 


W ork-relief degenerating into another C W A, 
in order to hasten spending, now lagging. 


Prospect of Hoover rising from the political 
Death of NRA _ having little adverse effect on 
business and promising impetus for revival. 
Doubts arising as to whether President is the 
American agricultural exports headed toward 
Japan as best patron of southern farmers. 
Big mess ahead when Government comes into 


possession of six billion bales of collateral 


Silver lining for inflation cloud. 


ise to buy silver “enthusiastic- 
ally.” In ten months the 
Treasury has purchased 16 
times as much silver as the 
United States produced in 
that period and 2.7 times as 
much as the production of the 
entire world. Room has been 
thus provided for large issues 
of silver certificates, and you 
may count it as certain that 
the currency inflationists will 
succeed in turning loose a 
flood of that kind of paper 
money. 

It is expected that the 
Treasury will be compelled 
to mark up its silver pur- 
chase price in the near 
future. The more it ad- 
vances the price the more 
it studies the proposal to 
devaluate the silver dollar 
to a 16-to-1 ratio with the 
present gold dollar. 


Radicals and pacifists 
have no standing with this Ad- 
ministration in their demands 
for go-it-alone disarmament by 
the United States. Forty-six 
thousand men have been added 
to the army, the fleet is being 
_ built up to the treaty limit, and 








standards of living every- 
where, including the United States. 

Look for the President to stage a great international 
economic conference latter part of this year or first of 
next. Monetary stabilization conversations are paving 
the way. 


Apropos of the need of international action, the 
Department of Agriculture emphasizes the dismal decline 
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big appropriations are on the 
ways for tremendous expansion of army and navy aviation. 
The last, together with a prospect that satisfactory and 
more profitable air mail rates may be eventually established 
by the Interstate Commerce Commission brightens the out- 
look for the aviation industry, which has the further advan- 
tage of being a particular protege of the Department of 
Commerce. 
(Please turn to page 271) 
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egimentation Ends 


Elimination of N R A and Cede Rule Will Have 


Far-Reaching Effects in Politics and Business 


By Joun D. C. WELpon 


IKE the mangled serpent awaiting sundown, NRA 

still wriggles. In death—if it is dead—as in life, it 

remains a thing of hopeless confusion. Having set 
up in its prime at least one new problem for every old one 
solved, it is now proceeding to do much the same in the 
complicated act of dying. 

Unfortunately, death can not be a simple, decisive event 
for an agency which for two years has been enmeshing its 
roots deep in both business and politics. Jerk it out and 
you are certain to do some damage, even though in the 
long run we will most certainly be better off without it. 


Face Must Be Saved 


Business can and will adjust itself to the passing ot 
N RA more quickly and smoothly than will politics. Un- 
like business, the first desire of politics is to “save face”, 
as pressing an urge for the American politician as for the 
oriental. 

In this instance it is going to be exceedingly difhcult to 
save face. The fact is that in NRA the Roosevelt Ad- 
ministration, however lofty its motives, actually spent two 
years leading the American people up a blind alley. Now 
it is trying to back out as gracefully as possible, a difficult 
feat to say the least, since no graceful exit presents itself. 

That the entirely foreseeable disaster to N R A is a major 
blow to the Roosevelt prestige goes without saying. The 
bitter words of the President’s first public comment upon 
the Supreme Court's decision constitute a tacit admission 
of this fact. 

Whether the decision forebodes a further inevitable dis- 
integration or substantial modification of the other alpha- 
betical agencies erected by the New Deal remains to be 
seen. Whether it will substantially lessen the New Deal's 
appeal to the voters in the 1936 election also remains to 
be seen, depending, in our view, largely on the status of 
economic recovery as election time nears. If we get a 
satisfactory recovery—with private business, as usual, car- 
rying fully 90 per cent of the load—the Administration 
will claim that its reflationary policies of dollar devaluation 
and emergency spending did the trick. 


A Big Election Factor 


The American voter is not given to arguing the reasons 
for recovery, if it is visible to his eye. Paradoxically, as 
we see it, the constitutional check now placed upon the Ad- 
ministration’s power to regulate business in myriad ways 
is almost certain to smooth the recovery road and at the 
same time it may readily take a prime issue out of the 
hands of the New Deal’s political opponents. 

Meanwhile, however, the New Deal cards will require, 
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and get, some extensive reshuffling. There are more play- 
ers in this game than business and the Administration. 
Also sitting in—and demanding a goodly share of the aces 
and kings dealt out—are labor and the farmer. There are 
more laborers and farmers in this country than business 
men—an elemental tact which goes far to explain the ave- 
nues of experimentation in economic planning that have 
been followed at Washington and which also explains why 
the Administration now finds it so hard to let go of the 
hot potatoes of class legislation that politics induced it to 
take hold of some time ago. 


Labor Legislation Advanced 


Thus, in a continuing effort to appease organized labor, 
the Administration now favors adoption of the Wagner 
Labor Disputes Bill, although its constitutionatity is open 
to grave doubt. It will take time for the courts to throw it 
out and in that event the Administration can say to labor: 
“See, we did everything we could for you. The courts 
and the Constitution are to blame.” As for the other al- 
phabetical mainstay of the New Deal—the A A A—the 
constitutionality of the processing taxes can not be tested 
before the Supreme Court before next autumn at the 
earliest and meanwhile the benefit payments will go mer- 
rily on. 

Never did politics involve itself in a more confused 
game. Aside from their joint interest in a general economic 
recovery, the class interests of labor and the farmer are not 
only not identical but diametrically opposed to each other. 
The farmer wants higher prices for his products, but lower 
prices for finished goods. Labor wants food at reasonable 
cost, but also wants higher wages and shorter hours, which 
mean higher prices for finished goods. 

For that matter, NR A could not have succeeded unless 
it satisfied labor with higher wages and the general run of 
consumers and farmers with prices of finished goods not 
unreasonable. It tried to do the impossible in attempting 
to give special benefits to labor, without harming the con- 
sumer and the farmer. 


Practically Unworkable 


Quite aside from these contradictions, the perspective 
available to us today surely shows that NRA was neither 
enforced nor enforceable. Its strict enforcement would 
have required an army of Federal snoopers vastly greater 
than the forces which tried in vain to enforce Prohibition 
and would have involved a degree of bureaucratic regula 
tion of every industry and every corporation such as the 
American public has never stood for. 

In short, the amazing thing is that we now find the New 
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Dealers weeping and wailing because they have been de- 
prived of the power to do something which they could not 
do and did not do when they thought they had the power. 
The fact is that code enforcement was on the skids for 
months before the decision of the Supreme Court was 
handed down and that “code” prices in many industries 
months previously had become meaningless in the face of 
spreading concessions and “inside” prices. How, other- 
wise, is it possible that the indexes of retail prices have 
been declining for a year back? This could only reflect a 
tacit buyers’ strike, as the higher prices demanded ran 
smack into the realities of public purchasing power, and a 
resultant general relaxation of code prices. 


Preserving the Skeleton 


To say that the new N R A, enacted by Congress and 
set up by administrative order of the President as this is 
written, is a pale shadow of its former self is to exaggerate. 
It is not even that much. All that remains is the name and 
a new set of innocuous functions. With what one can 
take to be unintentional humor, the main task assigned to 
it is to investigate itself! 

In the new law not only is price-fixing and any possible 
code enforcement tossed out the window, but in specific 
language it is provided that voluntary trade agreements 
must conform to the anti-trust laws. Thus the many in- 
dustries which have publicly announced their intention of 
voluntary maintaining code standards of wages and hours 
(and inferentially of prices) are riding the horns of a first 
class dilemma. 

Business, in short, has the legal right to formulate agree- 
ments for the maintenance of wage and hour standards 
formerly imposed by N R A, but if this involves the slight- 
est trace of price-fixing it will have no occasion for surprise 
when the Attorney General of the United States starts 
“cracking down.” Without the quid pro quo of price- 
fixing, it is to be doubted that in the long run artificial 
wage and hour provisions can be maintained. 
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Which brings us to the anomoly with which the news- 
papers are filled—reports that this, that and the other in- 
dustry will voluntary maintain code standards, while at 
the same time various industries are rejoicing at the pros- 
pect of lower costs. Certainly this is a cake that we can 
not eat and continue to have. If code standards are vol- 
untarily maintained, there can be no reduction in costs. If 
there is no reduction in costs, there is no benefit in the 
termination of N R A—except the very substantial psycho- 
logical benefit implied in a court decision which checks the 
expansion of a Federal regulatory power to which business 
men previously saw no end. 

Out of the welter of opinion and counter-opinion on 
NRA, it is worth remembering that, so far as this writer 
knows, only two thorough and impartial analyses of its 
effects were ever made—that of the Brookings Institution 
and that made by Dr. Frederick C. Mills for the National 
Bureau of Economic Research. Despite qualifications, each 
came to the conclusion that NRA retarded economic re- 
covery. 


Retarded Recovery 


If that view be accepted, why should the country listen 
to nonsense about “voluntary continuation of code stand- 
ards”? It is a desirable thing that necessary price read- 
justments be orderly and that public opinion be safeguarded 
from the shock of unnecessarily fast or severe deflationary 
adjustments. But to hold, on the one hand, that NRA 
has set up price rigidities which curtail industrial volume, 
and to hold on the other that flexible readjustment of wages, 
hours and costs must be indefinitely postponed does not 
make sense. 

It is difficult to escape the logical conclusion that neces- 
sary cost adjustments will inevitably be made over the next 
several months. In our opinion, business will take them 
pretty much in its stride—possibly to the chagrin of some 
of the more socialistic of the New Dealers, who have pro- 
phesied disaster. When price holds buyer and seller apart, 
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there is no enduring remedy save readjusting that price. 

The proof of the pudding being in the eating, the final 
word as to the importance of N R A to American business 
can only be had over the next three to six months. For 
what it may be worth, the brief period between the Court's 
decision and the present writing of this article has found 
business showing no perceptible shock, even the rouine 
report of one of our Federal agencies—the Department of 
Commerce—stating that the decision on N RA “has so far 
produced no changes of great consequence in actual trade 
activities throughout the country”. This is in marked 
contrast to the gloomy forebodings of the President and the 
hysterical warnings of the American Federation of Labor. 

There having been “no changes of great consequence” 
thus far, we doubt very much that there will be in coming 
weeks. The great majority of our people will eat, work 
and sleep as usual. Many probably will note, with grati- 
fication, that their money will tend to go further here and 
there in the department stores. Not a few workers will 
grumble at having their hours of work moderately increased 
and their hourly rates of pay decreased; but hourly rates do 
not pay the grocer—weekly and annual income pays the 
bills. High hourly rates raise unit cocts, curtail effective 
demand and make for unemployment. 

There is one infallible test which over a reasonable period 
of time can not be refuted by either defenders or opponents 
of NRA. Watch the official reports on aggregate em- 
ployment and aggregate payrolls. These will tell the story. 
If next autumn or even next spring finds them higher than 
at any time in three years, then N RA will prove to have 
been a washout gladly forgotten—probably even by the 
Administration itself. 

One reason for believing that there will be no sudden 
shock of price deflation is that price readjustment from 
code standards has been going on for months in various 
industries. Naturally, this is a matter regarding which 
public information is 





to send some of the official commodity indexes downward 
—that will be water over the dam so far as actual business 
buying is concerned. 

Another reason for anticipating no serious actual de- 
cline in prices, or any important decline, that is, below that 
already “unofficially” made, is that most stocks of goods 
for months have been geared closely to immediate consump- 
tion needs, since at no time this year have there been mone- 
tary or code developments lending any inducement to 
heavy forward stocking. The situacion, thus, is the op- 
posite of that created by the wave of speculative buying in 
1933 and to some extent in the second quarter of 1934— 
two spurts followed by painful relapse. 

Finally, there is a more basic consideration. The word 
“chiseler” has become prominent only in the depression. 
Prior to 1929 no one ever heard price-cutting denominated 
in this country as “chiseling”. Obviously, the business man 
does not cut prices just to be mean. He does not cut prices 
with intent to harm his workers. He cuts prices under the 
necessity of getting business. When he can get business, 
his every human instinct is to raise prices. 

Does it not appear obvious, then, that the New Deal 
has made the cardinal mistake of putting the cart before 
the horse in assuming that excessive price-cutting—a mere 
symptom of depression—was itself a basic cause of the 
depression? Only two things make destructive price cut- 
ting possible—a lack of demand sufficient to keep business 
running at satisfactory volume and an excess of labor which 
enables the employer to get away with low wages. 

The more one examines the twisting course of experi- 
mentation followed since March, 1933, the more apparent 
it is that in the piecemeal effort to help this or that particu- 
lar class, the New Deal has lost sight of the forest in the 
maze of trees. From the start the vital necessity has been 
—and still is—a general economic recovery founded on 
the confidence of private initiative. Given this, we will 

need neither N R A nor 
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other emergency de- 
vices. 

It is an ironical fact 
that genuine long-term 
business confidence has 
received little encour- 
agement from Mr. 
Roosevelt since the re- 
opening of the banks. 
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saying: 

“Nine out of ten of 
the quotations fixed by code authorities established profit 
margins out of all proportion to actual costs. In several 
lines producers set prices sufficiently high to make up all 
the losses they suffered in the last six years.” This un- 
named buyer was further quoted as stating that less than 
six of the approximately one hundred or more products he 
purchases for his corporation were sold at code levels in 
the past six months. 

In other words, if we awake some morning soon to find 
official prices substantially marked down, perhaps enough 


234 


istration have been 

lifted over night, permitting business to heave a sigh of relief. 
This is not to say that all political doubts and uncer’ 
tainties have vanished. But it does permit business in the 
aggregate to feel confident that from now on the political 
threats originating at Washington very likely will contain 
more smoke than fire. Always, business will remind itself 
there is the safeguard of the Constitution and a Supreme 
Court without bias or political leanings. : 
We do not see how business, once the present period of 

(Please turn to page 270) 
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Business 
Is Better 


Recent Gains Can Be Extended — Era of 
Progress Lies Ahead 


USINESS is better. The weight of all the evidence 

confirms the statement. Constructive steps have 

been taken to further this trend and there have been 
some gratifying results. While much remains to be done, 
we can observe with satisfaction increased earnings reported 
by industrial concerns, the important iron and steel and 
automobile industries advancing well ahead of last year, 
the prospect for the building and real estate industries bet- 
ter, the gain in the output of electricity, reflecting as it does 
increased activity in manufacturing, employment gaining 
with a greater increase in payrolls. These are only a few 
of the indications that we are gaining ground. All these 
add to the incentive we have to put forth every effort as 
individuals to further this improvement. 

One thing is essential at this time to the continued for- 
ward movement and that is co-operation. In the conduct 
of our own businesses we have learned the value of team- 
work, and this must now be extended to the solving of 
problems which affect the future of business and our wel- 
fare as a nation. 

We have experienced many depressions in this country. 
But the record of accomplishment and progress in Ameri- 
can business includes much to give us confidence in the 
future. It is necessary that we exert co-operative effort, and 
give constructive thought to what is being done to better 
business. 

Now that business improvement is evident, we must 
guard against the tendency of indulging in too much criti- 
cism of plans that are now being considered for business 
betterment. We must give our whole-hearted support to 
efforts that are being put forth to preserve and protect all 
of the good things that have been worked out during the 
past, and we must take the good of the old order and the 
good of the new and weld them into policies which will 
carry us forward to greater success in the future than we 
have had in the past. 

Our foreign trade is a most important factor in business 
recovery. It affords a market for our manufactured and 
agricultural products, and gives employment directly and 
indirectly in normal times to three and a quarter million 
of our people. It supplies us with rubber, tin, manganese 
and other materials required to keep our great automotive, 
iron and steel, canning, and other industries operating 
normally. 

Sound efforts are being made to restore our foreign 
trade, both export and import, and progress is being made. 
Reciprocal trade agreements have been perfected with a 
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number of nations and negotiations are under way with 
others. The Administration is advocating measures de- 
signed to rebuild the American Merchant Marine so that 
it may adequately serve American business in all of its 
branches. 

As a business man I do not think it advisable for the 
government to use too drastic means to balance the budget 
immediately, and especially under abnormal conditions. In 
our individual businesses we often find in dull times that 
our budgets will not balance. And, too, usually it has 
been found that this cannot be done immediately after 
improvement begins. It seems only fair, therefore, that 
the Government should be permitted to adopt the same 
methods of bringing its budget into balance as are exercised 
by business men under similar circumstances. 

In the era of progress that lies ahead, I believe that it 
will be as easy for our Government to balance its budget, 
reduce the national debt, and lower taxes as it was in the 
decade from 1919 to 1929, and that our standard of living 
will reach a higher plane than has been known in the past, 
with civilization of this and other countries going forward 
to new heights of achievement. 


One of a Series of Guest Editorials by Leading Men of Industry 
for JUNE 22, 1935 








tion? 


Attitude 


Will Devaluation by Gold Bloc Countries Hasten Stabiliza- 


Significant Statements from World Statesmen Show New 


orld Trends J oward Stable 


Currencies 


De Facto Stabilization Possible 


By Henry RicHMonp, Jr. 


grows. Secretary of the Treasury Morgenthau’s re- 

cent radio speech indicated that the present Adminis- 
tration in this country had completely reversed itself on its 
previous ideas of tinkering with the currency and would 
welcome stabilization moves provided some other nation 
initiates them. This was answered, indirectly, of course, 
by Neville Chamberlain, British Chancellor of the Ex- 
chequer, who made the point that the conditions which 
brought about the current chaos had not yet been adjusted 
and therefore that the time was hardly ripe. Ramsay Mac- 
Donald added a little to this the other day when he sug- 
gested that it was hardly Britain’s place to take the initia- 
tive. Joseph Caillaux, Minister of Finance in the short- 
lived Bouisson Cabinet, said that he would use his influence 
to persuade France to take the initiative. Finally, the 
Republican “grass roots” convention in the Mid-West 
adopted a platform which included a sound currency 
based on gold and definitely established at a fixed ratio 
thereto, together with international stabilization of cur- 
rencies. 


poland for world-wide stabilization of currencies 


Difficulties Block World’s Desire 


No, there is not a doubt as to which way sentiment is 
drifting; the world is getting pretty tired of wildly fluctuat- 
ing currencies with their severe repercussions on the domes- 
tic economies of other countries, their disruption of foreign 
trade, the devastating flights of panic capital which they 
engender, and the manner in which they stifle legitimate 
transfers of funds between one country and another. On 
the other hand, it would be idle to deny that there are 
tremendous difficulties both actual and psychological in 
the way of stabilization. 

When it comes to international currency stabilization, 
the world is like a man who fears to live lest he die. Mr. 
Morgenthau’s speech contained remarks about “keeping 
our hands untied.” Mr. Chamberlain talks about the 
futility of anchoring to shifting sands. Yet, the very word 
“stabilization” connotes the “tying of hands’—everyone’s 
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hands—and some one, some time, must take the initiative. 

There is considerable opinion, both here and abroad, that 
devaluation on the part of the “gold bloc” must take piace 
before the world can consider seriously stabilization. Dur. 
ing the recent crisis in France, in which it seemed for a time 
that France would be obliged to abandon her present stand- 
ard and might well drag Holland and Switzerland with 
her, many took the attitude that it was something which 
had to be and might as well be “gotten over,” paving the 
way for ultimate stabilization at sound levels. This atti- 
tude probably has its roots in remarks emanating from 
Britain some time ago in which the point was made that 
the pound was caught between an over-valued franc and 
an under-valued dollar. True, of course, but while devalua- 
tion on the part of France is inevitable sooner or later— 
and probably sooner rather than later—it does not mean 
that France must devalue before the other two countries 
take any steps at all. Theoretically, there is no reason why 
the United States and Great Britain should not come te 
an agreement and then invite France to make her devalua 
tion in one fell swoop and bring the franc into adjustment 
with the other two. 

Some such plan may be foreshadowed in the recent 
efforts of the U. S. Treasury to avert a crisis in France by 
supplying dollars in large quantity when the flight from 
the franc threatened to disrupt exchange values and force 
the franc off gold. 


Effect on Our Prices 


If this country and Britain work co-operatively along such 
lines, de facto stabilization may be realized and a long period 
of uncertainty and chaos can be avoided. There is no advan 
tage of the rest of the world in having France off gold. Asa 
matter of fact, whether she goes off and stays off for 4 
time, or whether she makes her devaluation like Belgium 
did—instantaneously—it is going to have a deflationary 
effect upon the internal price levels of all countries main 
taining existing standards. When England went off, the 
depression effect upon our prices and the prices of the 
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wrld in general was very serious. France's abandonment, 
devaluation, would have undoubtedly the same tendency. 
it would, however, be a much weaker force, for France is 
hot the nation of world trade that England is and any 
market made in francs is much less important to the world 
han a market made in sterling. 

Indeed, Holland’s abandonment of gold, or devaluation, 

srobably would be more serious to the rest of the world 
than the same thing would be in the case of France— 
though not, of course, approaching the seriousness 
of a depreciation in sterling. This is because Holland is 
ylatively more interested in world trade than France. 
Depreciation in the guilder might result in some decline in 
the dollar price for such a commodity as rubber. This, in 
wm, might bring inventory problems to certain American 
wmpanies, but looking at the situation from the viewpoint 
of the United States as a whole, such a decline in price 
would merely mean that we were enabled to buy an 
esential import for less. 
Thus, so far as*any actual damage that might be done, 
there is no reason for our becoming alarmed over the 
ireak-up of the gold bloc; there would be an initial shock 
wrought by speculation perhaps, but that is about all. At 
the same time, it must be admitted that the fall of the 
wld bloc might be upsetting, psychologically. The world 
would have a feeling that it had completed one turn of a 
vicious circle, that with every major currency devalued 
itmight well be about to commence another turn. 

This is so disquieting an idea that the more thoughtful 
bservers of the international currency mess are convinced 
that more is to be gained by having the gold bloc stick to 
thir guns as long as possible and in the meantime that 
the United States and Great Britain do all that can be done, 
wen if the work be only exploratory, in an effort to come 
to some tenable agree- 





things necessary to enduring international stabilization? 

There are those who say that all that is required is the 
determination—the will to stabilize. There are those like 
Neville Chamberlain of Great Britain who contend that 
stabilization will come as a result of reasonably stable trade 
conditions. _ Probably the sine qua non of international 
stabilization is a combination of the two, with trade condi- 
tions much the more important. 

When one country ships goods to another, it acquires 
the money of the importing nation. A number of things 
can be done with it; it can be spent for goods, it can be 
spent for services, or precious metal can be bought with 
it. If spent for goods, all is well; if spent for services, all 
is well; but if the exporter uses the importer’s money to 
acquire the latter's precious metal monetary reserves. in 
unreasonably large quantities, it is useless to expect him to 
maintain his currency at a stated ratio to those metal 
reserves. 

This is the great trouble today and, on this score, the 
United States is a greater offender than any other nation. 
We ship goods abroad and then, when we are given the 
foreigner’s currency for them, we translate it into and 
import precious metal rather than goods. It is thus that 
we acquired $1,200,000,000 in gold and $86,000,000 in 
silver last year. (Although, and for the sake of keeping 
the records straight, a portion of these precious metal im- 
portations represent transactions initiated by the foreigner— 
in other words, some foreigners turned their own curren- 
cies into gold and then shipped the metal here. However, 
the principal is unaltered, for we certainly acquired much 
gold and silver in our own right last year.) 

Now then, see what is likely to happen if under present 
conditions England were persuaded to go back on gold 
formally. Ignoring for a moment the complexities of 
three-way trade, we, 
because we ship a great 
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would prevent it. They 
do not want to con- 
tnue deflating; it is politically inexpedient to balance 
budgets by slashing the pay envelopes of government em- 
ployees; it is both politically inexpedient and perhaps a 
national menace to balance the budget by slashing appropri- 
ations for armed forces. Believing that in the long run 
Practical politics will be the stronger force (as it always 
ems to be) we talk of the inevitability of ultimate 
cevaluation, despite the theoretical case that can be made 
to the contrary. 

The wishful attitude taken by the French in regard to 
devaluation is in many ways similar to the wishful attitude 
being taken more and more throughout the world in 
tegard to stabilization; the world would like currencies 
stable to gold, but is the world willing to do those things 
that would make such a condition possible? What are the 
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bination of 
three. 

It requires hardly any consideration to arrive at the con- 
clusion that, in the present temper of the country, we are 
likely to go a negligible distance along any of the four roads 
voluntarily. However, and it is a very sad story, we are 
being forced inexorably along the way which makes for 
ultimate stabilization. Our exports are being cut by for- 
eign tariffs and quotas, while at the same time we help to 
reduce them ourselves (as in cotton) by artificially main- 
taining the price high above the world level. Meanwhile, 
imports have risen and defaults on war and private debts to 
us have made the United States very much less of an effec- 
tive creditor nation than formerly. Also, an increase in the 
foreign ownership of American securities and other prop- 
erty have further lessened our net effective creditor position. 

(Please turn to page 268) 
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Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


France—Democracy on Trial 


Immediately prior to the advent of 
the Roosevelt era, two United States 
Senators, more prophetic than politic, 
ventured what seemed at that time a 
heresy, that in America democracy was 
on trial. The miraculous metamor- 
phosis of the national eagle into the 
Roosevelt “blue bird,” the unprece- 
dented patronage so lavishly bestowed 
with a presidential smile, and finally, 
attempts to regiment the nation by 
Constitutional change if necessary, 
have borne out with unfortunate 
accuracy this Senatorial prophecy. 

And now France, lagging with the 
wisdom of inertia, behind the more precipitous political 
transformations of other countries, is squarely faced with 
the same forthright issue; to support or condemn the un- 
compromising principles of democracy. The Flandin gov- 
ernment failed to meet this issue without compromise, 
.but the new government must pronounce its final verdict. 
Whatever complexion the new régime will take, whether 
under the old parliamentary system or a new modified 
dictatorship, its first concern must be to balance the budget. 
There is a choice of two alternatives: one, currency devalua- 
tion; the other, continued deflation. If deflation is the 
course adopted, it is dificult to foresee how civil service 
salaries can be reduced without critical internal disorder, 
how additional military expenditures can be met, how the 
total national debt of between 300 and 320 billion francs 
can be reduced, how confidence can be sufficiently restored 
to convert outstanding government obligations on some- 
thing approaching a four per cent interest basis. Hence, 
unless the government, with the Bank of France, can crys- 
tallize the international monetary situation by stampeding a 
hasty adjustment of existing exchange parities among all 
moneys, it would seem that devaluation is ultimately the 
only alternative. 


a 
United States Foreign Trade Improves 


According to the latest statistics of the Department of 
Commerce, United States exports increased 27 per cent 
in 1934, whereas imports rose only 14 per cent, giving a 
favorable balance of trade of 478 million dollars, the larg- 
est figure obtained since 1930. This showing is due in part 
to the gradual recovery evidenced in world trade, and in 
part to the persistent efforts of Secretary of State Cordell 
Hull to break down barriers abroad as well as to combat 
the conflicting criticism of other members of the Cabinet 
at home. While his series of commercial treaties may not 
have borne all the fruit desired, the Secretary's policy is 
undeniably a step in the right direction. 
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It is to be hoped, in spite of recog 
nized obstacles, that the French com: 





mercial treaty can be carried throug 
to a successful conclusion. 7 

The acute economic stagnation jy 
France may alter her former reluctane 
to collaborate on mutual trade concy 
sions, thereby giving a further impety 
to negotiations under way. 

It looks also as if the President hin. 
self might be more ready to consider 
Secretary Hull’s program for trak 
recovery, so rudely stalemated at th 
London Conference of 1933. Coin 
ciding with the recent appeal for cur 
rency stabilization by Mr. Morgenthau, 
it is scarcely probable that the Pres 
dent’s personal ideas can oppose the pronouncements 0 
two such important Cabinet members. 


* 


World Wheat—Over-production or Drought 


The world wheat situation again came under the review 
of the International Wheat Advisory Committee, whit 
recently held its seventh session in London. In theory, thi 
august body reached an agreement fixing export quotas ani 
the limitation of acreage in exporting countries for th 
cereal year of 1933-1934. Theoretically also, an accor 
was reached whereby importing countries undertook t 
scale down their tariffs, and to increase their impor: 
gradually on a rising market. While the plan was per 
fect in conception, yields in the normally wheat-importing 
countries in 1933-1934 rose to unprecedented proportions 
while the droughts last summer and autumn serious) 
reduced the American and Canadian crop. 

This situation gave Argentine, with a large surplus pro 
duction available, a chance to break the agreement ant 
export more than her quota allowance. The neat scheme 
was also thrown out of kilter by permitting France t 
liquidate a portion of her excess supply abroad in the form 
of denatured wheat. The Conference this year slips av 
other cog by allowing France “millable” exports betwee! 
June and October. . 

The twenty-one governments represented have unanl 
mously agreed by unexpected astuteness that the existing 
world over-production of wheat is a serious menace to the 
trade and that the reliance on droughts or other unpre’ 
dictable acts of God is by no means a happy method 0! 
restricting production. The Advisory Committee has cor 
centrated mainly on imposing drastic acreage limitation 1 
normally wheat-exporting countries with the crushing bur 
den of indirect taxation which any discriminatory system 
of this sort necessarily involves. By these efforts, neither 
has the level of the world prices risen, nor consumptio 
increased. It does not take a miraculous gift of prophecy 
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to predict the belated demise of the International Wheat 
Committee unless something more practical is proposed 
in its next session. 


Danzsig—Betrayed 


The collapse of the Danzig currency and the banking 
moratorium which followed have produced an exceedingly 
awkward situation for the German Nazi Government in 
what had seemed a political game of promising prospects. 
Danzig, since Hitler rose to power, provided a useful pawn 
in playing for Polish alliance; the bribe whereby Poland 
has been detached at least temporarily from France, and 
allied to the German policy of eastern expansion. 

Hence the interests of the “free city” have been suc- 
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cessively sold out by its own Nazi government to the 
Poles, the former large Customs revenues of the prosperous 
port have mysteriously disappeared and financial chaos 
resulted. Although the bankruptcy of Danzig may have no 
grious international repercussions, its serious economic 
plight is in one respect a significant indication of the con- 
squences of Nazi rule. 


* * * 


Can Italy Foot the Bill? 


Mussolini, not content with strangling free speech in 
Italy, has added insult to injury by prohibiting the publica- 
tion of daily newspapers of over eight pages; the former 
decree a prudent political precaution, the latter a necessary 
But the Duce, even with the most 


The 


economic safeguard. 
tyrannical censorship is unable to suppress the truth. 
econe™ic situstion has 
rapidly gone from bad 
to worse; his dragoon- 
ing of private interests 
has failed to retard the 
morass of industry and 
finance. Impartial for- 
eign authorities in 
Rome whisper convinc- 
ingly that drastic re- 
strictions on raw mate- 
tial imports paralyzing 
industry and increasing 
unemployment, coupled 
with his childish tin 
soldier extravagance, 
must result in a catas- 
trophe: war or poli- 
tical collapse. 

No one can now pre- 
tend that Mussolini is 
acting with strict ine : 
tegrity in the Abyssine = 
ian affair. The viru- 
lent tone of the Italian 
press and the continued 
dispatch of troops 
tefute categorically any intention to settle the dispute by 
peaceful arbitration. The danger is that the Italian people, 
which view the prospect of a prolonged military campaign 
with only artificial enthusiasm, will be less amenable to 
the Duce’s bludgeon when they are required to foot the 
bill. In any case, the obvious policy will be to take ad- 
vantage, with dispatch, of any frontier incident, relying on 
the precedent of delayed action by the League Council. 
Effective protest is scarcely to be expected from Britain 
and France, both territorially satiated. 
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Scene in The “Free City of Danzig” 





Our Foreign Competition in Cotton 


In April, the German commercial balance was reported 
unfavorable, with an excess of imports over exports of 19 
million marks. The reversal of the former trade trend 
is due primarily to heavier purchases of raw materials, 
notably cotton, of Brazilian origin, which alone amounted 
to 7.3 million Reich marks. The following figures are 
eloquent. During the first quarter of 1934, Germany im- 
ported from the United States 358,000 bales of cotton; dur- 
ing the same period of this year, our exports to Germany 
fell to 63,000 bales. On the other hand, this year Brazil 
furnished 96,000 bales as against 800 in 1934; the Argen- 
tine 22,000 as against 7,000 and Turkey 43,000 as against 
400. Statistics covering our other principal European mar- 
kets, England and France, tell practically the same story— 
he mental ravages of boll weevil in the bonnet of our 
Department of Agriculture. 


* % * 


The Japanese Push On 


Japan’s latest steps of aggression in China cause grave 
shaking of heads among the diplomats of Europe and 
Washington, but nothing will be done about it. Military 
or naval opposition by the western powers is out of the 
question. Diplomatic protests would be futile. Indeed, 
they would come with poor grace from nations which years 
ago extended their rule over all of the territory they 
could use—through methods differing not materially from 
those employed by Japan today. The idealists may prate 
of international morality, but the world will continue to 
be ruled by might and the nations to be guided by expedi- 
ency. It must be con- 
ceded that in the 
economic and _ political 
reconstruction of Man- 
chukuo Japan is doing 
a good job. Possibly 
an extension of Japa- 
nese hegemony in the 
Far East will work out 
ultimately to the ad- 
vantage of the whole 
world by bringing the 
vast potential markets 
of China to life. No- 
where is there a larger 
population with a 
standard of living sub- 
ject to wide advance- 
ment by gradual infu- 
sion of the modern in- 
dustrial and commer- 
cial technique. If Ja- 
pan can lift the living 
standard of the Orient 
this should lessen her 
present pressure upon 
other trade markets. 
In fact, development of a major market in the Orient 
would necessarily open enlarged opportunities for all trad- 
ing nations. We might as well be optimistic, since the 
course charted by Japan will not be changed by our 
protests! Whether China will go beyond a futile protest to 
the League of Nations and attempt an equally futile armed 
defense remains to be seen. It is aptly said that China 
never won a battle, yet never has been defeated; but the 
Japanese represent a more formidable threat than any of 
the preceding waves of invaders. 
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An Investment Realist’s View 
of the Railroad Prospect 


Bonds of Selected Roads Attractive 


for Price Appreciation and Income 


By Prerce H. Futton 





HAT about the rail- 
roads? It is a ques 
tion which is being 
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are considering putting money iy strength and earning power, 
into those mediums. The are now about as safe invest: 
reasons behind it are not diff- 40 ment mediums as can he 
cult to find. For years, until found. But we are dealing 
the general business depression with the group more as a 
began late in 1929, and more SOOTASONDIFMAMIIJASONDUFMAMIJASONDIFMAM whole. Much depends upon 
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more sharply and dividends 

were reduced and omitted and likewise after the coming of 
the private automobile, bus and truck on a large scale, the 
railroads constituted the outstanding medium of transpor- 
tation in this country. In fact, they had a virtual monopoly 
and freight rates were largely worked out with that fact 
as a basis. Their securities, even stocks of all but a com- 
paratively small number of weak companies, were regarded 
as prime investments. And so they were. 

In spite of all the vicissitudes of many kinds, through 
which the railroads have passed in recent years, especially 
in the past five and a half, many owners of the securities 
cannot abandon the idea that these properties and the se- 
curities are bound to assume again something like the pre- 
eminent position that they held for such a long period. 
Others who represent prospective or potential investors 
in railroad stocks and bonds have much the same idea. 

In the taking of this position, they are supported by prac- 
tically all the prominent railway executives. The latter 
point out that the steam railroads of this country still carry 
about 75 per cent of all the freight handled and, therefore, 
are still the backbone of the whole transportation system. 
They add that, except for those roads that have a top-heavy 
funded debt, the steam carriers would give a good account 
of themselves again, with a larger volume of traffic and 
earnings and less interference at Washington. Still, both 
these classes of investors are wondering whether they and 
the railway executives are right. Hence the question with 
which this article begins. 

Whether railroad securities as a whole are soon to become 
attractive and safe mediums for investment once more, is 
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There are three important 
sources to which to look for distinct betterment for the rail: 
roads and their security holders—Washington, the socalled 
heavy industries, and the crops. A great deal is expected 
from Washington in regard to pretty nearly every line of 
business activity in this country, largely because of the ex: 
tent to which supervision, regulation and even control of 
those activities is now centered in the Federal Government 
and the President. 

For the purposes of this article it is not enough simply to 
call attention to what action Congress, the I C C, R FC, 
and the President may take directly with regard to the rail’ 
roads. It is necessary, also, to outline what they may do 
otherwise that will affect that group of properties in an im 
portant way, if only indirectly, as it may appear from casual 
consideration. ‘ 

Railway executives have been working for some years for 
the passage of bills with respect to several outstanding de: 
velopments in the railroad situation in recent years. They 
have firmly believed that satisfactory legislation regarding 
these matters would greatly help the railroad situation as a 
whole. Special mention in this connection should be made 
of the efforts to secure legislation for regulation by the 
I C C of competing mediums of transportation, notably 
buses and trucks, in much the same way as the railroads 
themselves are regulated. That this should be done has 
seemed perfectly obvious ever since those two mediums of 
transportation became important competitors of the rail: 
roads. That it has not been done has been due largely to 
the powerful influence of the motor interests over Congress 
and the lack of keen interest on the part of that body in 
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this matter so vital to the railroads. This lack of action has 
heen most disappointing to those who have the railroads in 
charge, which obligation has involved such a big struggle in 
recent years to keep them going. 

A bill attempting such regulation has passed the Senate 
and at this writing is awaiting action by the House. Presi- 
dent Roosevelt, in a recent message on the general subject 
of transportation, urged a favorable vote by that body, but 
there is no assurance of its passage at this session. Perhaps 
inthe long run this is just as well since the measure is neither 
strong enough nor definite enough as currently drawn, in 
its regulatory provisions for buses and trucks. Therefore, 
rilway executives naturally fear that, unless the measure is 
made considerably broader as to the regulatory powers 
sven to the I C C, their properties will not reap the 
benefits from its passage, for which they had hoped, and 
worked so hard, and to which they firmly believe they are 
entitled. 

While there are various other matters on which the rail- 
roads wanted legislation, even at this session of Congress, 
ithas been doubted that anything would be done, if the bus 
and truck bill is passed, than to extend the Emergency Trans- 
portation Act and the 
ofice of Federal Co- 
ordinator of Transpor- 
tation for at least a 
year. This has been 
done by the Senate. 
The House also took 
afirmative action, 
after brief debate, late 
lat week. The rail- 
roads are opposed to 
both of these proposals. 
The labor clause in the 
Emergency Transpor- 
tation Act, calling for 
keeping the labor quota 
at the level of May, 
1933, makes co-ordina- 
tion of railroad facili- 
ties, even on a moder- 
ate scale, impossible. It | 
cannot be done with- / 
out the laying off of 
workers, and the Presi- 
dent has ruled that this 
must not be done to 
any great extent. 

The office of Joseph 
B. Eastman, Federal 
Coordinator of Trans- 
portation, is regarded 
a having largely 
served the only import- 
ant purpose toward 
which it has been able - 
to work, that of mak- 
ing studies of numer- 
ous features of the rail- 
road situation, with a 
view to greater econ- 
omy and efficiency of 
Operation. Mr. East- 
man’s ofice has involved a big expense—$2 per mile of 
Operated line for all the railroads. In addition the roads 
have their own organization now—also expensive and com- 
prehensive—the Association of American Railroads, with 
headquarters in Washington, and of which J. J. Pelley, 
formerly president of the New Haven, is the chief execu 
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tive. He and his associates in the railroad world, believe 
that their organization should be the medium through which 
the railroads should deal with the Government, and vice 
versa. Mr. Eastman, however, appeared before the House 
Committee on Interstate Commerce and asserted that, in 
spite of the labor clause of the Transportation Act, he 
could bring about co-ordination, and also that he should 
make studies of other questions. 

The President’s recent message to that body on the gen- 
eral subject of Transportation, had been expected for some 
time prior to its actual appearance on June 7. Toward 
the last it was side-tracked because of necessity of quickly 
whipping into shape a plan for a greatly modified NRA, 
following the adverse Supreme Court decision. Those who 
are vitally interested in the railroad situation, had attached 
great importance to this document. All such were much 
disappointed after reading it. While admitting that the 


President displayed a friendly attitude and that what he 
said was good, the prevailing opinion was that he went into 
this big question only superficially and that his message 
sadly lacked the force and pressure which the situation 
demands. 


It has not been a market factor. 

The recent deci- 
sion of United States 
Supreme Court, de- 
claring the Railroad 
Retirement Act uncon- 
stitutional, was of 
direct and important 
benefit to the railroads. 
It enabled those that 
had accrued the 4 per 
cent of payroll  re- 
quired from all the car- 
riers, to return that 
money to general trea- 
sury funds. In _ the 
case of the Pennsyl- 
vania, this will help to 
» the extent of about 
© $5,000,000 toward the 
payment of a dividend. 
To the Atchison it may 
prove the deciding fac- 
tor in the declaration 
of another dividend on 
the common stock, as 
was done a year ago. 
It has helped the New 
Haven and St. Paul to 
meet deficits on fixed 
charges and on other 
obligations, without 
borrowing. 

These are direct and 
immediate financial 
benefits. The decision 
of the Supreme Court 
will also relieve the 
railroads from accruing 
an amount each year 
for pensions in addi- 
tion to the require- 
ments of _ individual 
pension systems already in effect. The latter feature of 
the decision will save the New York Central, for instance, 
about $6,000,000 a year. In April, 50 Class I railroads 
were able t6 add $1,355,000 to their net operating income 
because of the invalidating of the Retirement Act. 

To- what-extent the railroads will benefit in the way of 
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lower costs for materials and supplies from the decision of 
the Supreme Court, declaring N R A unconstitutional, re- 
mains to be seen. So far the leaders in steel and other 
important heavy industries have gone on record with state- 
ments that they propose to continue the features of the 
NRA codes calling for maintenance of fair rates of pay, 
maximum hours for work and fair dealings. They have 
not said so much directly about the continuation of NRA 
prices for commodities.: Fair dealing, however, to which 
they have pledged themselves, does not and should not in- 
clude wholesale and promiscuous cutting of prices. Upon 
the extent to which the stability of prices is preserved will 
depend largely whether or not the railroads benefit materi- 
ally from the NRA decision as to the cost of their mate- 
rials and supplies. It has been estimated that the higher 
prices stipulated by that organization for those commodities 
would cost the railroads from $140,000,000 to $150,000,000 
annually. 

If this decision results in a further recovery in business on 
a good sized scale, along normal lines, and under the direc- 
tion of-the leadérs in industry, instead of largely by forced 
stimulation by the Government, the railroads will get a pro- 
portionately larger volume of traffic and earnings. If these 
benefits are realized, present costs of materials and supplies, 
as fixed by NRA could be absorbed, and a larger balance 
after operating expenses as a whole, could be saved for the 
net. 

Upon what Washington does or does not do in the near 
future to stimulate or lessen the confidence of business lead- 
ers, will depend greatly whether the turnover of the heavy 
industries improves further, or slackens. N R A in devital- 
ized form has been extended by Congress for nine months, 
but it is believed that the effect upon the business 
of the country will not be very noticeable. What is re- 
garded as of far greater importance is the extent to which 
business leaders continue the best features of the NRA 
and expand their activities, largely in accordance with their 
own ideas, based upon sound business principles. If these 
things are done, a further substantial increase in general 
business recovery would seem practically certain. But here 
again, whether they do this apparently depends consider- 
ably upon what Congress, othe: organizations in Washing- 
ton, and the President, do 


farmers of the Northwest are encouraged, following tour 
consecutive years of drought, with grasshopper plagues, 
etc., thrown in. 

In the southwest severe dust storms, some weeks ago, did 
heavy damage to winter wheat and to cattle. They also 
carried away fertile topsoil. Where the soil erosion was 
not on a big scale, so-called “row crops,” feed for cattle, 
largely, were being planted. In Kansas the estimated wheat 
crop has been raised from the lowest estimates to over 67, 
000,000 bushels in the. most recent government crop re 
ports. This figure compares with 79,663,000 bushels last 
year and, a five-year average of. 177,054,000 bushels. 

In some of the most seriously damaged dust areas there 
have been heavy rains in recent weeks. As a consequence, 
not much is being heard in the East just now about damage 
from the dust storms. But, of course, it will be reflected 
in the earnings of the railroads in those areas when the 
normal crop moving season gets under way, and later in 
the purchasing power of the farmers and all who have to do 
with the railroads. This, in turn, will be reflected in the 
westbound movement of the carriers. 

Both Mr. Bledsoe of the Atchison and Hale Holden, 
chairman of Southern Pacific, say that crop conditions are 
so favorable in California and the eastern markets for the 
perishable fruit and vegetables of that state so good, that 
the large volume of those commodities offered for shipment 
has helped materially to offset the losses in the drought 
stricken areas of the southwest. 

The foregoing constitutes a rough and hastily drawn pic 
ture of the situation, in some important respects, with 
which the railroads of the United States are confronted at 
the present time. As to what happens to them and their 
security-holders during the rest of this year and the first part 
of next year, will depend upon what Washington does 
directly with respect to the steam carriers, particularly with 
regard to inspiring confidence on the part of business lead 
ers, so that they will go forward, and as to the crops upon 
weather conditions. 

From present indications however, there is reasonable cer’ 
tainty that such roads as Union Pacific, Louisville & Nash- 
ville, Chesapeake & Ohio, Pennsylvania and Atchison will 
continue dividends at present rates. There is less assurance 

however whether 
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have been made that ‘ : ; ciently to enable the cc 
ry d ies Himes & Baltimore & Ohio............. 416 1960 52 8.6 “ne 8 Mio in without 2 
: oh mn nese ce ra New York Central............ 414 2013 61 7.4 0 ae 
ee 7 P- Chicago, Milwaukee & St. Paul Pe : 3 we 
Since these tests were sc 34 1989 “ 8.0 ctive steps are being 
made, there have been ad- Erie (refunding).............. 5 1967 64 7.8 taken to reorganize Den: 
ditional rains in some im- St. Louis South Western (1st ver & Rio Grande West: 
portant crop-producing } DOME) 2 = 0002 002s 0000s “ ms aa 8.1 ern and Western Pacific 
areas Naturally the (Please turn to page 271) 
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Highlights in the Problem of 
Railroad Competition 


DISTRIBUTION OF FREIGHT TRAFFIC 


1928 


TRUCKS 
18.0% 





RAILWAYS 
60.0% 


WATERWAYS 
18.0% 









TRUCKS 
9.4% 


WATERWAYS 
10.3% 









DISTRIBUTION OF 


FREIGHT TRAFFIC 
BY TON-MILES 


for JUNE 22, 1935 
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The Magazine of Wal 


HE MacazinE OF WALL STREET’s Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income- 
bearing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 





Railroads 





Total Amount Fixed Charges 
funded ofthis times earnedt 


1934 


Company debt issue — 
(mil’ns) (mil’ns) 1933 


Price 
———__—_—_——. Yield to COMMENT 
Callt Recent Maturity 





Atlantic Coast Line R. R. 



































First Cons. 4s, 1952......... ae haicten 51 5 9 Cc 96 4.3 Bond is now better grade. 
Gen. Unif. “A” 4\%s, 1964...... 152 44 ef 9 NC 76 6.4 Junior to issue above and prior —% Tea 
A. C. L. Louisville & Nash. Coli. 4s, 1952.. 152 35 x - 105 71 6.9 Secured by 596,700 shares of L. . RR, 
currently worth $44 a share 
Chicago, Rock Island & Pacific inal i 
General 4s, 1988. 5 ee | 100 3 2 NC 39 ... })Trustees for this road were appointed Dec. 1, 
First & Ref. 4s, 4. 1.34. ve rpc ee | | 222 3 2 nA 13 ...  ] 19338, under the amended bankruptcy laws. 
Secured “A” 44s, 1952. ie i. moe 40 .3 | 102'4* 14 ... > From present indications the eventual re- 
Convertible 44s, 1960......... a . S11 32 8 | 105 ’36* 6 ... |] Organization will be drastic even for under- 
| lying issues. 
R. L., Ark. & Lou. ist 414s, 3.1.34..... see 15 3 2 105 10 om a : : 
Burl., Ced. Rap. & N. 1st 5s, 4.1.34 5 a 19 s 2 NC 20 ... {Principal and interest in default. 
St. Paul & K. C. Sh. L. 1st 4% 28, 1941... . sli 28 3 2 105 14 .. Default Aug. ’33 interest. 
~ Kansas | City Terminal 1st 4s, 1960. ieee 50 50 105 107's 3.6 ~ Guarantors include the Atchison, the Bur- 
lington and the U. P. High grade. 
Pennsylvania R. R. 
**Cons. 4!5s, 1960. DRO e asst ... 685 93 1.2 1.2 NC 116 3.5 A high grade investment. 
Gen. “A” 44s, 1965........ ~ eee. 335 7.2 1.2 NC 107! 4.1 Junior to issue above. Good bond. 
Sec. 614s, 2.1. 36. bole lescs io ands ce 60 1.2 1.2 NC 103! 2.0 Pledged security includes $60, 000,000 Gen 
mortgage 6s. 
| es rs ... 685 50 1.2 1.2 105* 4.6 Secured by pledge of div.-paying stocks. 
Deb. 4'4s, 1970....... ays s:2 lakes 60 1.2 1.2 102'3 ’40* 97 4.7 Tho — by mortgage, issue is of good 
caliber 
** Allegheny Valley Ry. Gen. 4s, ’42. . 685 20 1.2 1.2 NC 107 2.9 High grade. 
Pennsylvania Co. Tr. Ctfs. “EY 4s, 1952... 685 27 1.3 1.2 NC 103 3.8 Strong holding. 
Guaranteed Issues. 
| Island R. R. Ref. 4s, 1949. .... 46 27 1.9 a.2 NC 103 3.7 Better grade even on its own merits. 
Y. Connecting R. R. ist “A” Als 53. - 27 ai er 105 107! 3.9 New Haven also guarantees. Better grade. 
he ie Ohio & Detroit 1st & Ref. 
wg 5) RSE 3 32 10215* 105 4.2 Better grade. 
Phila., Baltimore & Wash. R. R. 1st, 4s, 
1943 OAC aR ee Sree ae 16 NC 111 2.5 Of the highest grade. 
Gen. “D” 41 6s, 1981. ban oh 40 107!< ’°41* 110'; 4.0 Junior to issue above, but still high grade. 
Pitts., Cin., Chic. yA St. Louis R. R. 
Cons. ean 4'5s, 1940. - ; : 39 NC 112 4.0 High grade. 
Gen. “B”’ 5s, 1975 ene ee seit , 76 NC 114 4.3 Junior to issue above, but still strong. 
‘Terminal RR. R. Association of St. Louis 
PE Oy IED hos Gab 6-sc-acins ces : ; 47 7 NC 111', 4.0 Among the guarantors are strong roads. 
High grade. 
**x 1st Cons. 5s, 1944..... F 47 5 NC 113 3.4 Mortgage position junior to issue above, but 
bears similar guarantee. 
Gen. Ref. 4s, 1953..... . ge 47 35 110 105 3.6 Still strong, tho junior to two issues above. 
. o ” 
Public Utilities 
American Water Works & Electric Co., Inc. 
oa eS ee 188 15 1.2 1.2 102* 98 5.3 Security pledged is valuable. Present con- 
version rate $20 a share. 
ge pt | See . 188 11 1.2 1.2 110* 80 7.0 A second grade holding. 
Monongahela West —_. Pub. Ser. ist 
Lien & Ref. “B” 5'4s, 1953............ 24 14 1.6 1.5 105* 100'; 5.4 Medium grade. 
Potomac Edison ist “Ee? 5s, 1956. = 17 17 2.0 1.8 105* 106 4.5 Good grade bond. 
West Penn Power ist ‘‘G” bs, 1956. 50 50 3.4 3.5 105* 109 4.4 High grade. 
Brooklyn Edison Gen “A” 5s, 1949........ 67 55 4.4 3.8 105 108'4 4.2 Of the highest grade. 
Carolina Pwr. & Lt. ist & Ref. 5s, 1956. . 46 39 1.4 1.6 105* 96 5.3 Reasonably good bond. 
Central Illinois Public Service 1st & Ref. (now 
ac now ncesietink shea 55 55 1.2 | 104* 89 5.2 Of fair grade. 
Cleveland Electric Illuminating Co. 
Ist 5s, 4.1 cee ep usishus she eensis tac o> 40 30 3.4 3.5 10114* 103'4 4.1 \Both are high grade. Company reported 
Oe. eee 40 22 3.4 3.5 105 107 4.4 | planning to refund all its debt. 
Columbia Gas * EL Deb. 5s, (May) 1952.. 176 105 2.1 1.8 104* 86 6.4 Medium grade. 
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Total Amount Fixed Charges 
funded ofthis times earnedt Price 
Company debt issue — ———<—_.  — ~————. Yield to COMMENT 
(mil’ns) (mil’ns) 1933 1934 Callt Recent Maturity 
~ Cons. Gas, El. Lt. & Pwr. of Baltimore 
ist Ref. "4s, _ . ASRS re 67 58 2.9 3.0 105* 10914 3.6 Company’s credit standing is very high. 
Safe Harbor Water Pr. ist 4! és, 1979. 21 21 Zag ee 105* 107 4.1 Cons. Gas guarantees. Strong bond. 
Georgia Power 1st & Ref. 5s, 1967. «+ ia 103 1.8 1.7E 105* 95 5.4 Medium grade bond. 
Metropolitan Edison 1st “‘D’’ 4'4s, 1968... .. 41 41 2.4 2.5 10714 * 105'4 4.2 Good grade issue. 
Milwaukee Elec. Ry. & _— Ref. & ist (now 
BOE) AS hy BOE soos ccc ahoea Saw eows 63 1.4 1.4 10314 * 97 5.2 Medium grade. 
~ National Pwr. & Lt. Deb. ““B” 5s, 2030...... 280 25 1.3 a3 106* 80 5.3 Among the sounder holding company de- 
bentures. 
Nebraska Power Ist 4!4s, 1981......... 20 17 2.8 2.8 107'4* 110 4.0 A better grade investment. 
Nevada-Cal. El. 1st Tr. 5s, 1956............ 28 28 1.2 1.2 102'4* 78 7.0 Second grade; none too strong. 
*«*x New England Tel. & Tel. 1st “B”’ 4'4s,’61.. 88 75 2.3 2.5 100 ’53 118 3.5 High grade investment issue. 
New York Steam Ist 5s, 1951.............. 27 27 2.0 ie 105* 107 4.4 Better grade. 
North Amer. Lt. & Pr. Deb. “‘A” 514s, '56.... 193 18 def def 102'4* 60 10.1 None too strong holding co. obligation. 
Pennsylvania Pwr. & Lt. 1st 4's, 1981..... . 132 121 2.5 2.4 105* 105 4.3 Better grad>. 
Philadelphia Electric Co. 
oe ing itis 6 aa 04:4 0 4's: 216.638" 166 57 3.3 3.3 110 112 4.3 High grade. 
ist Lien & Ref. 414s, 1967.... 166 33 3.3 3.3 10414 * 10814 4.0 First 5s pledged under this issue make it 
almost as strong as one above. 
ist & Ref. 4s,1971....... ee 59 3.3 3.3 10214 * 106 3.7 Junior to two issues above, but still strong. 
Philadelphia El. Pwr. ist 5! 68, 1972....... 35 35 1.6 1.6 106* 109 5.0 Not obligation Philadelphia El. Co. Strong 
bond. 
Public Service Co. of Northern Illinois : 
1st & Ref. 5s, 1956. ; oe 129 92 1.4 1.4 110 10614 4.5 Greater part pledged under ist Lien & Ref. 
bonds. Good grade. y 
1st Lien & Ref. “‘F” 4'4s, 1981. 129 90 1.4 1.4 102! 100 4.5 Almost equivalent security to issue above. 
~ Southern California Edison 
Gen. 6s, 11.1.39........ 138 13 2.5 2.4 105 105 ae Called July ist. Will be replaced by the 
Ref. 5s, 1951. 138 120 2.5 2.4 105* 105 . issue of 3°4s below. 
**Ref. 3%4s, 1960. 138 73 2.5 2.4 107! 98'4 3.8 High grade. 
Toledo Edison 1st 5s, 1962. 28 28 2.4 2.5 105* 107 4.5 Still strong despite recent severe rate cuts. 
_ Western United G. & E. 1st “A” 5l4s, 1955.. 26 26 5 i 105* 104! §.1 Medium grade. 
e 
Industrials 
Armour & Co. (IIL) R. B. 1st 41s, 6.1.38.... 99 “38. +«1.5p 1.8p 10214 104 3.4 pYears to 10.31. Strong bond. 
Armour & Co. of Delaware Ast 5!.s, 1943.. 51 42 1.5p 1.8p 105 105°{ 4.6 Taking steps to refund this issue. 
*Chile Copper Deb. 5s, 1947 rr 88 28 9 2.2 101* 94 5.7 In itself, bond is a good one, and the general 
copper situation is improving. 
Crucible Steel Deb. 5s, 1940 13 10 .5 he 10113 * 99! 5.1 Outlook improved. Now reasonably good 
ond. 
General Steel Castings 1st “A” 5'ss,1949.... 17. 17 def def 107'5* + 78 8.2 Medium grade. 
Houston Oil Sec. 5!.s, 1940 9 9 0.0 Be 101%, * 96 6.4 Reasonably good issue. 
Liggett ott & Myers 1 Tobacco Co. Ue ingen a 
Deb. 7s, 1944. 28 13 pe Oe 15.6 NC 132 2.9 Industrial obligation of the highest grade. 
Deb. 5s, 1951. R 28 15 11 1 15.6 NC 122 3.3 Junior to issue above, but still high grade. 
Strawbridge & Clothier ist 5s, 1948... 10 10 1 Sq 2 1.6q 102!6* qYears to 1.1. 34 35. Good grade. 
Western Electric Deb. ‘Ss, NE a 25 6s - 35 35 def def. 105* =~ 106'5 4.1 Deficit smaller. Strong bond. 
Wheeling Steel 1st & Ref. (now 1st) “B” 
4l5s, 1953. . AER Rey 26 26 4 1.4 102* 98'5 4 ae Position improved. Medium grade. 
Youngstown Sheet 8 & Tube 1st “A” 5s, 1978.. 89 89 def def 105* 93'5 5 rity Medium grade. 
Short-Term Issues 
Due date 
Allis- Chalmers Deb. 5.2.7 14 def def 100'¢ 101 4.5 Reasonably good issue. ; , 
**Cumberland Tel. & Tel, “Gen. 5s 1.1.37 15 2.9m 3.0m NC 107 ‘ ee Bell Tel. assuming co. High- 
est grade. 
Edison Electric Ill. (Bos.) Notes 3s. 11.2.37 71 2.3 2.3 10014 * 100'4 2.9 High grade. Redemption likely. 
~ Phillips Petroleum Deb. 5s. 6.1.39 20 ce 4.7 101* 103!5 Calling part of issue; may refund balance. 
ce OE err 8.1.37 12 1.3 c 100°, 101!4 4.7 | These two issues rank equally. Both are of 
Pure Oil Notes 5!4s......... 3.1.40 16 1.3 - 10114 102'< 5.0 { reasonably good grade. 
Texas Power & Light ist 5s................ 6.1.37 25 1.8 p As 105 105'5 2. 2 Of good investment caliber. 
Agana 7.1.37 5 aus Be N Cc 101 4.5 Among the stronger traction issues. 


*Third Avenue R. R. 1st Ss. 














t Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded and other debt, rent for 
leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, minority 


interest, etc. 


in part at gradually decreasing prices.* * Our preferences where safety of principal is pr 
may be taken in order to obtain a higher return. 


§ Current yield. 


E—Estimated. 


t An entry suchas 105’38 means the bond is not callable until 1938 at the price named. 


* Indicates that the issue is callable as a whole or 





dominant consideration. * Our preferences where some slight risk 
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Outlook Brighter for 
Corn Refiners 


Although the processors of corn are 
still having their troubles between high 
cost raw material and large duty free 
importations of substitute starches, the 
outlook for them seems a little brighter. 
Both Corn Products Refining and Pe- 
nick & Ford have acted better market- 
wise recently. What actual improve- 
ment that has taken place is to be found 
in the higher price of cane and beet 
sugar, which has made it possible to ob- 
tain better prices for corn sugar. More 
important, however, for the future is 
that weather conditions in many parts 
of the country, afflicted with drought 
last year, are such as to give promise 
of a more nearly normal crop. If a 
reasonably large corn harvest material- 
izes, the corn refining companies ought 
to be able to enter the market and ob- 
tain their raw material at a price that 
should materially lessen present compe- 
tition. 


* * * 


Still More Financing 


Not only are financing operations of 
interest to the holders of the securities 
in the company directly involved, but 
there are few signs more significant of 
business recovery than a healthy flow 
of funds into industry—of which the 
first indication is a mounting number 
of refunding operations. For some 
time refundings have been proceeding 
apace, but there has been very little 
new money raised since the Securities 
Act of 1933 was passed. However, 
matters appear to be opening up a little 
more. The B. F. Goodrich Co. has 
called for July 16 a special meeting of 
its stockholders for the purpose of ob- 
taining their authorization to a $30,- 
000,000 issue of new first mortgage 
41% bonds. It is proposed to use the 
money to retire something less than 
$18,000,000 in existing bonds bearing 
interest at 614%, also to retire certain 
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Market Indicators 


For 


short-term indebtedness, while the bal- 
ance represents entirely “new money” 
which will go to bolster the company’s 
working capital position. Other evi- 
dence that new financing is opening up 
can be seen in American Rolling Mill’s 
offering of $25,000,000 in 442% con- 
vertible debentures. In this case, the 
money is to be used as follows: about 
$13,700,000 will redeem the company’s 
5% notes, about $3,700,000 will be ad- 
vanced to a wholly owned subsidiary 
in order that the latter may retire its 
54% bonds, about $5,000,000 will be 
spent on a new mill and miscellaneous 
equipment, while the balance will go 
to increase working capital. 





* * * 


Smaller Retailing Profits 


Reporting for its fiscal year which 
ended March 31, last, First National 
Stores showed a net profit equivalent 
after all deductions to $3.89 a common 
share. In the previous twelve months 
period earnings were equivalent to 
$4.97 a common share. Although the 
latest showing covers the conservative 
$2.50 dividend with ample margin to 
spare, the margin is not as good as it 
was, thereby seemingly making an extra 
disbursement less probable. Like the 
vast majority of retailers over the past 
year or two it is evident that First Na- 
tional has been having trouble with its 
profit margins. In the last fiscal year 
sales were up some $5,500,000, but 
costs and expenses registered a greater 
proportional increase. The death of 
N R A should make a favorable differ- 
ence to the company, although it will 
still have to contend with consumer re- 
sistance to higher food bills in the face 
of rising wholesale prices. 


* * 


Good Advertisement 


Many manufacturing companies like 
to boast when their products are select- 
ed for an important contract. This is 


Profit 


pardonable pride and makes good ad- 
vertising copy. The maiden voyage of 
the Normandie was occasion for con- 
siderable of this sort of hat-tossing on 
the part of-—believe it or not—a siz- 
able list of American companies. In 
these days of nationalism, the ability of 
American firms to provide important 
equipment on this magnificent new 
ship, the pride of France and the 
French Line, is unusually noteworthy. 
Turbines by General Electric, elevators 
by Otis Elevator, searchlights and 
steering equipment by the Sperry Gyro- 
scope Co., and Frigidaire, a subsidiary 
of General Motors supplied the refri- 
gerating equipment. Passengers will 
sleep on Simmons mattresses and be 
cooled by a Carrier air-conditioning 
system. Upholstery, carpets, com- 
pressed cork flooring, telephones and 
the radio direction finder were all pro- 
vided by American firms. The great 
ship will be fueled and lubricated by 
American oil companies. The signifi- 
cance of all this is probably the fact that 
the better mouse-trap theory is no re- 
specter of trade barriers. 


* * * 


Eliminating the Holding Company 


The Consolidated Gas Co. of New 
York is a holding company. There is 
no reason to suppose that the company 
likes this condition; indeed there is 
every reason to believe that it would 
like to be very much less of a holding 
company. But there are difficulties. Per- 
sons Owning minority interests in sub- 
sidiaries are frequently obstinate about 
selling their stock and there is nothing 
anyone can do to make a man sell his 
investments if he doesn’t want to. Thus 
for years the Consolidated Gas Co. has 
been trying to acquire a mere thirty 
shares of the United Electric Light & 
Power Co., the only stock publicly 
held. Until just the other day all nego- 
tiations broke down, presumably over 
the matter of price. Now that the last 
of the outstanding stock has been ac- 
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The Stockholder 





and Income 


guired, the New York Edison Co.— 
another Consolidated Gas subsidiary— 
will be merged with United Electric 
and the latter will disappear as a cor- 
porate entity, thereby making Consoli- 
dated Gas just that much less of a hold- 
ing company. 

This little story, however, has a 
deeper significance. Suppose Wash- 
ington passes some drastic law for the 
elimination of holding companies; look 
what it would have meant in the case 
above if the owner of the thirty shares 
of United Electric had refused to sell. 
The Consolidated Gas system would 
have had to dispose of almost a million 
shares of United Electric in order to 
be free of the holding company stigma 
so far as this almost wholly owned 
subsidiary was concerned. 


about 30% of Radio City Music Hall’s 
motion picture time is to be given to 
first-run Columbia productions. 


* * 


Remington Rand’s Plan. 


We have received considerable cor- 
respondence in connection with Rem- 
ington Rand’s proposed reorganization 
of capitalization. Under the plan 
both the first and second preferred 
stocks will be exchanged on the basis 
of one share of old preferred for one 
share of new 5% cumulative prior 
preferred of $25 par value, one share 
of new $6 preferred, and half a share 
of common. The plan is supposed to 
become effective on September 30, at 
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ferred to pay dividends promptly. (2) 
The elimination of the back dividends 
will remove a potential drain on the 
cash of the company. (3) Acceptance 
of the plan would greatly facilitate a 
possible refunding of the 52% deben- 
tures. Granted that all this is true, 
however, frankly it does not seem as 
if preferred stockholders were being 
given sufficient compensation for what 
they are being asked to surrender and 
this applies particularly to the 7%, 
first preferred stock. Why should this 
stock be put on a par with the second 
preferred when it now enjoys full 
seniority? Why should either of the 
preferred stocks worry about a poten- 
tial drain'on the cash of the company 
—if it’s going to be a drain, then the 

dividends need not be de- 





While this is admittedly — 


carrying a point almost to 
an absurdity, it nevertheless 


can hardly be disputed that ‘ Approx. Probable Action, 
7 ee ee ompany ate (on the common) 
ony bill for the elimination Alaska Juneau........ June 27 Regular 15 cents plus 15 cents extra. 


of holding companies is go- 
ing to put minority interests 
in the big operating sys- 
tems in a position of insuf- 


Allied Chemical & Dye. 
American Can........ 
Amer. Water Works... 


Coming Dividend Meetings 


June 25 
June 25 
July 3 


Regular $1.50. 
More than regular $1. 
Same as last; 20 cents. 


Briggs Mfg........... June 26 Regular 50 cents. 
ferable power. General Mills......... June 28 Regular 75 cents. 
* * x Gold Dust............ June 26 Usual 80 cents. 
National Distillers..... June 27 Same aslast; 50 cents. 
Norfolk & Western.... June 25 Regular $2. 


For the 39 weeks to 
March 31, Columbia Pic- 
tures earned the equivalent 


| 
High Earning Power | 
| 
| 
| 
of $8.62 a share of com |! 





Pennsylvania R. R..... 
meeting CO... ......... 
Southern Calif. Edison. 
United Gas Improv’m’t. 


June 26 
June 27 
June 28 
June 26 


Regular 50 cents. 
Regular 3714 cents. 
Regular 25 cents. 





50 cents payable September. 


clared? Finally, when and 
if the time becomes ripe 
for refunding the deben- 
tures a special meeting of 
stockholders in all proba- 
bility could do all that is 
necessary to make a new 
issue attractive to the mar- 
ket, and without giving up 
their dividend arrears. 


* * ® 


Further Advice 


In our issue of January 
19 we suggested that mat- 
| ters might develop favor- 
| ably for United Aircraft 








mon stock. For the last 
quarter of the fiscal year 
which ends this month, the company’s 
estimated earnings are in the neighbor- 
hood of $3.60 a common share. This 
will make total earnings for the full 
year, allowing for stock dividends, 
between $11 and $12 a share. In 
view of such a showing, the company’s 
tegular dividend of $1 a share annually 
and a small stock distribution must be 
considered most conservative. Inci- 
dentally, barely a month ago the com- 
pany completed arrangements whereby 
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which time the dividend arrears on 
the first preferred will total $28 a 
share and on the second preferred $32 
a share. Among the advantages claimed 
for the plan by the company are: (1) 
Without an extraordinary increase in 
business activity and profits it will be 
a long time before accumulated arrears 
can be liquidated, that stockholders re- 
ceive no return on unliquidated ar- 
rears, but that under the plan they can 
reasonably expect the 5% prior pre- 


Corp. and this they seemed 
to be doing. While the 
company reported as oeprating loss of 
$138,000 for the first three months of 
the year, other income took it into 
the black to the amount of $107,000. 
The company is the eastern manu- 
facturing division of the old United 
Aircraft & Transport Corp., which 
the Government forced into sub- 
division. United Aircraft’s best known 
products include the famous “Wasp” 
and “Hornet” engines, Hamilton pro- 
(Please turn to page 272) 
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DETROIT EDISON CO. 





Strong Operating Utility 


Reflecting the Advantages of a Rich Territory, 


Conservative Capitalization and Sane Management 


By Francis C. FULLERTON 





& MONG the properties 
purchased by _ us, 
there were eighteen 

municipally-owned electric light 

and power plants. The progress 
of the art and the relative in- 
efhciency of the small local 
plant led in the course of time 
to each of these municipalities 
selling its plant and business to 
our company. In every such 
instance the sale of the mu- 
nicipal plant had popular ap- 
proval by a very large majority 
in a referendum vote.”—The 
Detroit Edison Co., official his- 
tory, and the date, early 1933. 
Not that Detroit Edison is a 
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company a greater number of 
customers, and no reason why 
customers should not use more 
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electricity. In this instance, the 
prospect of an increase in 
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population is not solely a mat: 
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storm-center of the present 
hullabaloo over privately-operated util- 
ities; as a matter of fact this is a com’ 
pany that has had comparatively little 
trouble with political authorities. In 
view of the times, however, it is an 
apt introduction to a privately-owned 
public utility, among the most efficient 
and progressive in an industry which, 
by and large and politicians to the 
contrary, has a record of which it need 
not feel ashamed. 

Physically, the Detroit Edison Co. 
probably is a great deal larger than most 
imagine. It not only serves the city 
of Detroit proper, but a large surround- 
ing area, the whole comprising some 
4,600 square miles. Detroit Edison 
service is to be had some thirty-five 
miles south of the city, seventy miles 
northwest, and sixty miles northeast. 
Within this area live nearly two-and- 
a-half million people and of them 
nearly half a million are the company’s 
customers for residential service, while 
in addition, of course, there are many 
commercial and industrial customers. 
It would be logical to continue with an 
enumeration of steam plants, hydro- 
electric plants, sub-stations and trans- 
mission lines, but cannot these be taken 
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for granted in a system blanketing 
4,600 square miles with efficient elec- 
tric service? Let us turn then to the 
possibilities of future growth. 


Prospects for Growth 


Territorially, the prospects are not 
good, for outside of Detroit Edison’s 
own baliwick other utilities are well- 
entrenched. Inside the company’s ter- 
ritory the prospects are not much bet- 
ter. The city of Detroit has a munici- 
pallyowned plant which lights its 
streets and public buildings, an unasso- 
ciated company buys current in bulk 
and distributes it in Pontiac, while the 
city of Wyandotte, to the south of 
Detroit, has its own plant which even 
Detroit Edison says is efficiently run. 
About all the territorial expansion left 
lies in serving isolated rural communi- 
ties and individual farms. The com- 
pany is going aggressively after those 
that are not already served. 

The prospects of intensive expan- 
sion, however, are quite another mat- 
ter. There is no reason why the popu- 
lation of the Detroit area should not 
expand further, thereby giving the 


put. Yet, while Detroit imme- 
diately brings to mind automobiles, and 
despite the fact that the two lines on 
the graph show a relationship, it must 
not be thought that the district manu- 
factures nothing else but cars and that 
Detroit Edison is wholly dependent 
upon this line of activity; automobiles 
are important, but by no means every- 
thing. Detroitmanufactures nearly every 
product imaginable—castings, machine 
tools, paints and_ varnishes, 
electrical motors and_ internal 
bustion motors other than for automo- 
biles, ships and boats, and screws and 
nails, and so on indefinitely. Detroit, 
commanding the gateway between Lake 
Huron and Lake Erie, has the advan- 
tage of cheap water transportation and, 
in addition, is served by no less than 
ten railroads, including the New York 
Central and the Pennsylvania. No, 
there is no reason why the manufac- 
turing activities of the district should 
not expand further. 

So far, Detroit Edison has been re- 
ferred to as if it were exclusively in 
the business of generating and distribut- 
ing electricity—and so it is, to the 
extent of about 95% of gross reve: 
nues, practically all of the current 
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being generated by steam turbine. 
There are, however, certain minor in- 
terests. For example, the company 
carries On a steam heating business in 
the downtown section of: the city of 
Detroit from which it derived about 
$1,700,000 in gross revenue last year. 
In addition, it manufactures and dis- 
tributes gas in the city of Port Huron, 
a business which, incidentally, it seems 
to have entered originally rather 
against its will, but it was a matter of 
doing this or not acquiring the electric 
business in the same city. Gas reve- 
nues last year were about $370,000— 
almost insignificant compared with 
total gross of more than $45,000,000. 


Simple Organization 


Not the least gratifying discovery 
that will be made by one who looks 
into the affairs of Detroit Edison is 
that the company has almost nothing of 
the holding company about it. It does 
have one or two subsidiaries which for 
reasons for law or convenience it main- 
tains, but these are wholly owned and 
their business but a very minor part 
of the whole. Detroit Edison is, for 
example, even less of a holding com- 
pany than Consolidated Gas of New 
York. It should, therefore, escape the 
worst effects (if finally enacted into 
law) of even drastic 
public utility legisla- 
tion such as is now 
pending in Congress. 
Really drastic public 
utility legislation, 
however, is doubtful, 
for the opposition to 
the present Rayburn- 
Wheeler Bill is now 
in the open, and quite 
a formidable opposi- 
tion it 1s. 

Another gratifying 
feature is the extreme 
smplicity of Detroit 
Edison’s —_ capitaliza- 
tion. One is not 
obliged to wander 
through a maze of 
first, second and third 
mortgages, divisional 
mortgages, subsidiary 
preferred stock, and 
then possibly the de- 
bentures, preferred and common stock 
of the parent company. No, with De- 
troit Edison, who owns the business is 
delightfully simple. It is owned by 
the holders of the 1,272,260 shares of 
common stock and they own it com- 
pletely, subject to the claims of those 
who hold $134,000,000 in general and 
refunding mortgage bonds of various 
series, 

Owing, directly or indirectly, to the 
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increased manufacturing activity in the 
Detroit area last year, the gross reve- 
nues of $45,294,260 for the period 
were almost $4,000,000 better than in 
1933. On the other hand, net income 
of $5,448,331, equivalent to $4.28 a 
common share, was substantially less 
than the $6,146,369 reported for 1933. 
There were a number of reasons for 
this. In the first place, expenses in the 
more recent period were relatively 
higher. Because of the increased out- 
put of electricity one would expect 
coal costs to be up, but not well over 
$1,000,000, or 28%. It is to the 
N R A coal code that credit for the 
extraordinary increase in this item must 
be given, for the company obtained 
more current from a pound of coal 
than ever. 

Secondly, taxes were up some $744,- 
000, or 14% over 1933. Here, the 
main trouble was the 3% tax levied 
by the Federal Government, although 
local taxes were up, too. Third, main- 
tenance in 1934 was relatively higher 
than in 1933 for various causes while, 
finally, at the end of the year the sum 
of $1,400,000 was charged to earnings 
because of exceptional retirements in 
certain power house equipment (in 
addition, of course, to the usual charges 
for this purpose). 

Detroit Edison takes care of depre- 





Detroit Edison’s Conners Creek Plant 


ciation and obsolescence in a somewhat 
unusual manner. It does not deduct 
from earnings every year a certain 
percentage of the original cost of its 
equipment, but sets aside from earn- 
ings every month a more or less arbi- 
trary sum. This is carried to the credit 
of a Retirement Reserve Account and 
then, when some piece of equipment 
is scrapped, the whole of the original 
cost is deducted from the Property 









Account and debited to the Retirement 
Reserve Account. The company 
states that its appropriations for Re- 
tirement Reserve have, over the years, 
been considerably less than the amount 
allowed by the income tax authorities 
for depreciation and that, as the In- 
ternal Revenue is likely to be less 
liberal in the future, Federal income 
tax payments may run somewhat larger 
for a given earning power. 


Political Considerations 


As has been said, having such a slight 
tinge of holding company about it, 
Detroit Edison is likely to be among 
the least affected by the Washington 
holding company mania even if the 
mania be permitted loose on a mostly 
innocent countryside. And whether 
the Government could obtain a hand- 
hold of control through the company’s 
use of the mails or because the com- 
pany sells power to railroads only the 
Supreme Court could determine. As 
for putting up municipal “yardsticks,” 
Detroit Edison’s rates are sufficiently 
low to discourage the idea even on the 
part of those who know best how to 
juggle utility figures for political ad- 
vantage. 

We might pause for a moment and 
glance at these rates. Last year, De- 
troit Edison’s average 
urban domestic cus- 
tomer used 717 kilo- 
watt-hours of electrici- 
ty for which he paid 
4.04 cents a _ unit 
which includes the 
free renewal of incan- 
descent lamp _ bulbs. 
Of each dollar paid 
the company, 13.3 
cents went for taxes. 
Although — compari- 
sons between one 
town and another are 
never wholly fair be- 
cause of different 
operating conditions, 
it is to be noted in 
passing that a resi- 
dential customer in 
New York City us- 
ing 720  kilowatt- 
hours of electricity 
would pay 5.91 
cents a unit today and under the 


new rates proposed by the Con- 
solidated Gas Co., 5.58 cents. Here, 
of course, taxes are higher and 


the company has estimated under the 
new proposed schedule that some 22 
cents of each dollar of gross revenues 
would be consumed for this purpose. 
On the other hand, Consolidated Gas 
of Baltimore whose soundness and efh- 
(Please turn to page 271) 
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Outlook Brightens for Heavy 


Steels 


Upturn in Capital Goods Industries, and Low Inventories 
Should Find Favorable Reflection As Year Advances 


S steel goes, so goes national re- 
covery. As national recovery 
goes, so goes steel. The two are 

virtually the same thing, for no fabri- 
cated product plays a more basic, more 
inclusive part in our industrial scheme 
of things. 

What of steel? The volume of pro- 
duction currently is sagging and has 
been slowly sagging for many weeks. 
As this article is written, operations of 
the industry are at approximately 39% 
of capacity. At this time a year ago 
they were at 58% of capaciy. On the 
possibility that the recent termination 
of NRA may result in some decline in 
steel prices, consumers have further 
tightened the hand-to-mouth buying 
policy adhered to for some time. 

And yet, in our opinion, steel is 
definitely on the recovery road and is 
further along that road today than at 
any previous time since we turned the 

depression corner early in 1933. 


Light Stocks in Consumers’ Hands 


The bald statistics of steel can be 
very misleading if not interpreted with 
care. Production in the first quarter of 
this year amounted to 8,406,995 gross 
tons of steel ingots, as compared with 
6,914,693 in the correspond- 
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higher prices to take effect on third- 
quarter shipments and thus reflected 


active forward stocking by  con- 
sumers in excess of immediate needs. 
The inevitable result was a_ swift 


reaction in the third quarter, pro- 
duction dropping to 4,087,573 tons 
or less than half of the second quarter 
figure. Obviously, such violent fluctu- 
ations in the rate of production were 
out of all proportion to the rate of 
steel consumption, sharp advance and 
equally sharp decline constituting a 
notable example of the unhealthy 
effects of artificial and unstable price 
factors. 

The strength of the present position 
lies in the fact that at no time this year 
has expectation of higher prices played 
a part in actuating consumers to stock 
up. On the contrary, doubts centering 
on N R A, as June 16 loomed on the 
horizon, kept demand and production 
in close line with current consumption. 

For this reason it can be forecast 
with reasonable certainty that the 
severe third quarter slump of last year 
will not be repeated. For this reason 
also—since consumer stocks of steel 
are now geared closely to immediate 
needs—it can be forecast that any im- 
provement in general business activity 


during the third quarter will neces 
sarily be reflected almost immediately 
in an upturn of steel production. 

In short, steel activity during the 
first half of this year will not prove to 
have been at the expense of subsequent 
demand, as was the case last year. That 
being so, the probability that produc- 
tion statistics for the half year will 
show no appreciable gain—if any— 
over the corresponding period of 1934 
becomes meaningless. The primary con- 
sideration, although statistics are lack- 
ing, is that undoubtedly more steel will 
have moved into consumption by June 
30 than in any preceding six-month 
period since the major industrial cycle 
turned upward. 


Confidence Increasing 


So much for the record and the pres- 
ent position. Where do we go from 
here? For convenience, we shall con- 
sider first the near-term factors; sec- 
ond, the long-term prospect. 

Without doubt the end of code 
rule and its possible repercussions on 
the price structure and competitive 
relationships of the steel industry is at 
this writing uppermost in the minds of 
both steel men and steel buyers. It is 

possibly significant, however, 





ing period of 1934. This was 
a satisfactory gain, but pro- 
duction in the second quarter 
of 1934 jumped to 9,266,196 
tons and the second quarter 
of this year will not equal that 
figure; with the result that the 
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production figures for the first JE 
half of 1935 probably will fé 
show no particularly signifi- ff, 
cant gain over those for the [> 
first half of 1934. Z, 


Actually, the current posi- 
tion is much stronger than the 
statistics indicate, for the sharp 
production spurt in the sec- 


ond quarter of 1934 was in- oss aatl 
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that in less than a fortnight 
there are tentative indications 
that initial fears within the 
industry have tended to wane. 

So far as steel buyers are 
concerned, the obvious logic 
of the situation is that prices 
will not advance, at least any 
time soon, and that there is a 
possibility there may be some 
decline. Therefore, it requires 
no seer to prophesy that over 
the near term demand for 
steel will be rigidly held as 
closely as possible to immedi 
ate consuming needs. That 
this should be so is both 
natural and healthy. 
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As to the imminence of possible price 
decline, its scope and its reaction upon 
revenues of the steel makers, forecast 
is uncommonly hazardous. The sud- 
den removal of artificial price props 
would have prompt results in a defla- 
tionary period, but the present setting 
is one of incipient credit inflation and 
an underlying trend of economic re- 
cuperation. In short, the basic forces 
now at work tend to support a gener- 
ally rising price trend. 


Record of Stability 


Moreover, examination of the price 
record of the industry lends no support 
whatever to fears of possible price de- 
moralization. If anything, steel prices— 
even before N R A was ever heard 
ot—have been controlled too well, con- 
sidering them in relation to a balanced 
national recovery rather than in rela- 
tion to the quite natural profit in- 
stincts of the industry. It is a striking 
fact that during the most acute phase 
of the depression the composite price 
of finished steel declined by only 
7.9%, comparing its high of 1931 with 
its low of April, 1933. 

If the weight of the 
most devastating and 
concentrated period of 
deflation in this coun- 
trys history could not 
put steel prices down 
by more than 7.9%, it 
would seem fatuous to 
suppose that the termi- 
nation of artificial 
control in a period of 


recuperating —_ business 
could possibly do more 
than produce minor 
concessions. 
Furthermore, since 
the present average 


price of finished steel 
is only 8.3% under the 
1929 high, it would ap- 
pear logical to assume 
that any likely conces- 
sion in price would be 
to the advantage of 
general recovery and 
to the longer advan- 
tage of the industry in 
stimulating demand, 
even though the pres- 
ent steel price level 
must be conceded to 
be in roughly the same 
proportion to manu- 
facturing costs as it has always been, 
costs of labor and materials having 
been substantially increased under the 
national recovery program. 

_ Both the specific and the general 
implications of the Supreme Court's 
decision in the N R A case give steel 
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men much to think about. The indus- 
try has announced that it will volun- 
tarily attempt to maintain the status 
quo as to wages, hours and competitive 
practices. On the part of the Adminis- 
tration there is a plainly implied moral 
obligation to engage in no overt act 
under the anti-trust laws at least dur- 
ing the stop-gap period of the skele- 
tonized N R A between now and 
April, 1936. 

Having strongly approved of NR A 
and deplored its death, the President 
would be most inconsistent if he should 
disapprove of voluntary continuance 
of N R A practices. Yet consistency 
has never been the New Deal’s strong 
point; and, for that matter, supporting 
steel prices already at a high and rigid 
level, can hardly be assumed to lie close 
to the Administration’s heart, regard- 
less of its general purpose of reflating 
the composite commodity price level to 
an approximation of the 1926 figure. 
Indeed, there is abundant evidence that 
its desire is to raise depressed prices and 
that in the interest of balanced rela- 
tionships it would welcome some de- 
cline in prices it believes to be essen- 
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A Ladle Filled With Molten Steel is Carried Away by a Huge Crane 


tially monopolistic in their rigidity. 

In this connection it is worth re- 
membering that only a few months 
ago the Federal Trade Commission 
launched a vigorous attack on the in- 
dustry’s present multiple basing point 
price system as a monopolistic device. 





Under present circumstances it cef- 
tainly would be something less than a 
stunning surprise if the Department of 
Justice or the Trade Commission 
elected to try a bit of “cracking down” 
on an industry over which the public is 
not accustomed to shed many tears. 
Over the long run, however, it is 
greatly to be doubted that the specific 
pricing method or relatively moderate 
changes in quotations constitute a vital 
matter for steel. The vital concern 1s 
volume. When times are good or get- 
ting better the steel mill in one way 
or another gets a satisfactory net price. 
When times are bad or getting worse, 
it will in one way or another make con- 


cessions. 
Capital Goods 


The general business implications of 
the N R A decision are discussed in a 
special article on preceding pages. For 
the purposes of this article it need only 
be observed that normal recovery in 
steel depends primarily on capital 
goods, that revival in capital goods de- 
pends primarily on confidence and that 
confidence can hardly 
fail to be lifted consid- 
erably by the removal 
of previous fears of un- 
limited expansion of 
the Federal regulatory 
power. Of special in- 
terest to steel also is 
the fact that a basic 
doubt as to the legality 
of the Wagner Labor 
Disputes Bill has now 
been emphasized. 

Despite the current 
seasonal recession in 
steel activity, there are 
strong grounds for be- 
lieving that the boost 
imparted to the confi- 
dence of management 
and capital—in _ steel 
and out—comes at an 
opportune time—a 
time when the under- 
lying natural forces of 
economic revival are 
more clearly visible 
than in any period of 
the past two years, and 
when easy money, the 
the steady expansion of 
bank deposits, the Fed- 
eral spending program 
and our vast credit po- 
tential show the first convincing evi- 
dences of having “taken hold.” 

In a nutshell, there is a reasonable 
basis for belief that the capital goods 
industries, after years of deferred buy- 
ing and accumulated obsolescence, are 

(Please turn to page 271) 








Cigarette Consumption At 


New Peak 


Will Profits Follow This Rising Trend or Prices, Taxes 
and Competition Hold Back Leading Companies? 


ECORD-BREAKING _achieve- 

ments are always noteworthy. 

In industry today they are par- 
ticularly so, for while new high records 
were the rule rather than the excep- 
tion in 1929-30, any industry or com- 
pany able to break any records, un- 
less they were low ones, during the 
past five years was justified in proclaim- 
ing it to the world at large with par- 
donable pride. To the cigarette in- 
dustry, however, new records are not 
exactly a novelty but the accomplish- 
ments of the industry thus far in the 
current year are particularly signifi- 
cant. 

Total production of cigarettes in the 
first four months this year was in excess 
of 41 billion, the first time in the his- 
tory of the industry that the 40 bil- 
lion mark has been passed so early in 
the year. Production in April alone 
set a new high record for that month, 
with a gain of better than 15% over 
April, 1934. New high records like- 
wise were achieved in the months of 
February and March and for the full 
1934 year! Off to a flying start, it is 
safe to assume that for the full year 
total production of cigarettes will show 
an increase of at least 10% and, in the 
case of some of the leading manufactur- 
ers the gains may run even larger. To 
project the same 
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of tobacco; second, the shifting of pub- 
lic taste from one brand to another 
to the advantage of some companies 
and the disadvantage of others; and 
third, the possibility of an advance in 
wholesale prices. The item of increased 
state taxes must also by calculated. 





Higher Cost of Tobacco 


Easily the most volatile factor in the 
manufacturing costs of cigarettes is the 
price of domestic leaf tobacco. Labor 
costs, by comparison, are not large and 
variations are not particularly signifi 
cant. Of the three leading companies, 
American Tobacco had inventories of 
more than $121,000,000 at the end of 
last year, Liggett & Myers, nearly 
$110,000,000 and R. J. Reynolds, over 
$90,000,000. For each of these com- 
panies, these figures are equivalent to 
about a three-year supply and it is the 
policy of these companies to average 
the cost of tobacco supplies over a 
three-year period. Whether or not 
such aging of the tobacco is necessary, 
this policy justifies itself by enabling 
manufacturers to maintain a uniform 
quality for their brands and tends to 
level the wide variations from year 
to year both in the price and quality 
of raw tobacco. 


The percentage of the several types 
of tobacco used in the leading brands 
of cigarettes varies, depending upon 
the particular blend, and in the absence 
of actual figures comparisons in the 
raw material costs of the principal 
companies cannot be made. It is possi- 
ble, however, to obtain a fairly ac 
curate appraisal of the trend of tobacco 
prices by the average figures for 
the crops. 

The crop of flue-cured, or cigarette 
type of tobacco, in 1932 sold at an 
average of 11.6 cents a pound, accord: 
ing to government figures. A moder- 
ate increase brought the average price 
for the 1933 crop up to 15.6 cents. 
Last year, however, prices soared to 
an average of 27.5 cents, an increase 
of 80%. 

The price of burley tobacco averaged 
12.04 cents a pound in 1932 and 10.6 
cents in 1933. Although not as marked 
as the rise in the cost of flue-cured to- 
bacco, the increase in the price of bur 
ley last year to an average of 17.5 
cents represented a 70% rise for the 
year. 

Arbitrarily blending 60% flue-cured 
and 40% burley, the average cost of 
these two types of tobacco in 1934 was 
28.46 cents a pound, as compared with 
16.74 cents in 1933, and 12.04 cents 
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more than 6/42 cents above the average 
for the three-year period ended with 
1933. 

It requires roughly three pounds of 
tobacco to manufacture a thousand 
cigarettes, so that the rise in tobacco 
prices means that the manufacturing 
cost this year will be increased by near- 
ly 20 cents a thousand, or an aggre- 
gate increase of around $25,000,000 
should the total production of cigar- 
ettes for the full current year be on a 
par with 1934. While the actual 
profit of the leading companies on a 
thousand cigarettes is not known, it is 
generally estimated as being something 
between 40 and 50 cents. On this 
basis, therefore, giving effect to the 
higher cost tobacco and assuming the 
continuance of processing taxes at cur- 
cent levels, profits might be cut as 
much as 50%. 

This conclusion, how- 





ciency in profit margins. Already 
headed for a new high level, further 
stimulation may result from the nulli- 
fication of the N R A retail codes. 
Extensive price cutting has already 
been witnessed in New York City and 
this tendency may spread to other 
larger urban centers. Costly to retail- 
ers, price cutting is nevertheless a stim- 
ulant to consumption, to the benefit of 
manufacturers. 


Earnings Outlook 


The broad implications of the cur- 
rent outlook, therefore, are rather ob- 
vious and the industry, as a whole, 
may count itself fortunate if earnings 
are on a par with last year. It may 
well be that the leading companies 
themselves are more or less reconciled 
to somewhat lower profits, being con- 





But if competition trom 1U-cent 
brands and hand-rolled cigarettes has 
receded, competition among the four 
leading producers promises to con- 
tinue as keen as ever. Some portion of 
consumer demand will doubtless be 
accounted for by both the cheaper and 
higher-priced brands and mentholated 
types but of the total, the so-called 
Big Four will account for some 85% 
to 90%—about the same or slightly 
more than last year. 

Without any apparent reason, other 
than a desire for a change, there oc- 
curs at intervals a definite shift in the 
public preference for leading brands. 
Advertising appeal may have some- 
thing to do with this tendency but 
whatever the cause it is sufficient to 
reflect itself markedly in the earnings 
of the Big Four. Each of the three 
leading brands have at one time outsold 
the others, gaining prefer- 
ence at the expense of its 





ever, places the situation 
in its worst light, for the 
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rivals. While estimates 
vary, in the absence of ac- 





prospect is not without 
compensating factors which 13 
should exert an alleviating 
influence. Naturally, the 
rise in costs has given 
weight to the possibility of 
an advance in the wholesale 
price of cigarettes, say from 
the present level of $6.10 
a thousand to $6.30 or 
$6.40. On the other hand, 
the industry is anxious to 
obtain a reduction in or the 
elimination of the proces: 
sing taxes, arguing that to- 
bacco is now selling at a 
“parity” and the taxes are 
neither necessary or re- 
quired. But to argue that 1927 
the processing tax is bur- 
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tual sales figures, it is gen- 
erally conceded that Ches- 
id terfields, featured by Lig- 


———s gett & Myers, have gained 


materially in sales volume, 
while American Tobacco’s 
Lucky Strike, which led the 
field for some time now 
sells no more, if not actu- 
ally less, than Chesterfield. 
Camel cigarettes, the only 
brand of R. J. Reynolds, 
is also reported to have 
gained in sales volume, 
likewise at the expense of 
Lucky Strike and these two 
brands are now battling it 
APR out neck and neck. Old 
— Gold, the brand on which 











densome and then raise the 
price of cigarettes lacks 
logic and the latter action would un- 
doubtedly postpone any adjustment in 
the processing taxes. Under the cir- 
cumstances, it seems unlikely that the 
industry will advance prices until it is 
convinced that it is futile to seek a re- 
duction in processing taxes. 

For the present, at least, it would 
appear that the industry, in order to 
escape the full effects of higher tobacco 
costs, must rely largely upon increased 
consumption and operating economies, 
although there is a practical limit to 
the latter. To curtail the heavy ad- 
vertising outlays which the leading 
companies make would be to court dis- 
aster, as R. J. Reynolds discovered in 
1932 when that company abandoned 
newspaper advertising. 

In the main, therefore, — pending 
clarification of the situation with re- 
spect to the processing taxes—increased 
consumption must make up the defi- 
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tent to accept conditions for what they 
are rather than attract attention to 
themselves by raising prices and invit- 
ing additional taxes, particularly by 
states. As of May 1, last, cigarettes 
were subject to special taxes in seven- 
teen states, but considering the large 
number of state legislatures which have 
convened this year, the tobacco indus- 
try is disposed to feel that, on the 
whole, it came off fairly well in the 
matter of taxes. 

There is one phase of higher tobacco 
prices which the leading manufactur- 
ers can view with equanimity. It is a 
virtual certainty that increased costs 
will greatly devitalize the competitive 
threat of 10-cent brands, which leapt 
into prominence in 1932 when leaf 
prices were low, popular cigarette 
prices high and _ public purchasing 
power restricted. Today these advan- 
tages are considerably diminished. 


Lorillard has concentrated 
its sales efforts, after reach- 
ing the 8 billion level in 1929 and 
1930 has dropped back and for several 
years has remained around 5 billion. 


Leading Companies 


Last year Philip Morris & Co., 
made a strong bid for competitive 
prestige, with sales estimated at around 
3 billion cigarettes. The company’s 
principal brand, Philip Morris, sells 
for 15 cents straight — moderately 
higher than the four leading brands— 
sc that it would appear that the com- 
pany’s success has been largely due to 
shrewd advertising, based largely on 
the quality appeal of its product and 
directing attention to a new hydro- 
scopic agent said to make their prod- 
uct less irritating. Other brands of 
Philip Morris include Paul Jones, 
English Ovals, Marlboro and Time, 

(Please turn to page 269) 








Low-Priced Common Stocks 


for Appreciation 
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Doehler Die Casting Co. 


The current year promises to be the 
best for’ Doehler Die Casting since 
1929, both in the volume of sales and 
profits. The company is credited with 
being the largest maker of tin, lead, 
zinc, brass and aluminum alloy castings 
in the world and not only are the com- 
pany’s products used by practically 
every automobile manufacturer in the 
United States, but for a wide variety of 
purposes outside of the automobile in- 








Earnings Per Share Recent 
1934 1933 Div. Quotation 
$1.95 $0.59 None $16 

dustry. These include such products 


as radios, electrical appliances, wash- 
ing machines, hardware, vacuum clean- 
ers and an extensive list of mechanical 
devices. In recent years the company 
has steadily broadened the scope of its 
field, with the result that at the present 
time it is dependent upon the automo- 
bile industry only to the extent of 40% 
of its volume, as against 60% formerly. 

The nature of the company’s busi- 
ness is such that it was particularly 
vulnerable to the depression. Profits 
dropped precipitately from around 
$768,000 in 1929 to $142,430 in 1930 
and it was not until 1933 that this 
downward trend was reversed. Doeh- 
ler was successful, however, in avoid- 
ing an actual loss from operations in 
all but a single year, 1932, when the 
loss was less than $100,000. Profits in 
1933 totalled nearly $233,000, equal 
to 59 cents a share on the common 
stock and in 1934 rose further to 
$460,550, or the equivalent of $1.95 
a share of 164,956 shares of common 
stock. 

Ahead of the common stock are 
19,980 shares of 7% preferred stock 
($50 par) and 8,965 shares of $7 pref- 
erence stock. Dividends on both classes 
of preferred have not been paid 
since October 1, 1931, but recently the 
company completed a plan which pro- 
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vided in full for all accumulated divi- 
dends on the preferred issues. Under 
the plan common stockholders sub- 
scribed to 14,839 shares of common 
stock at $12.25 a share and 26,400 
shares were issued to preferred stock- 
holders, together with a cash payment 
aggregating $141,000, which cleared 
up ali back payments and regular pay- 
ments to preferred shareholders will 
be resumed on July 1, next. Also, dur- 
ing the past two years the company has 
retired all of its bank loans, totalling 
around $800,000. Current position 
is sound, with current assets standing 
at about 3 to 1 of current liabilities. 
The company does not publish in- 
terim earnings but reliable reports in- 
dicate sustained improvement in both 
sales and earnings, to a point where it 
is probable that profits for the first six 
months of this year will be in excess 
of $1 a share on the common stock. 
Earnings on the common _ stock 
for the full year of 1935 as high as 
$2 a share are, therefore, conceiv- 
able, even giving effect to the increased 
number of common shares now out- 
standing. Earnings have doubtless had 
the benefit of the continued high level 
of automobile production, as well as 
the increased buying of both consumer 
capital goods and the heavier types of 
machinery and devices. Demand from 
these latter sources, moreover, seems 
likely to become increasingly effective. 
On the whole, the company’s shares 
may be accorded better-than-average 
speculative possibilities, not excessively 
appraised at recent levels around 16. 


Creole Petroleum Corp. 


Last year was one of new high 
records for Creole Petroleum, in fact 
1934 was the best year in the com- 
pany’s history. Organized about 15 
years ago, the company for some years 
was regarded as a development project 
with an indeterminate future, although 
commanding a greater measure of con- 
sideration than the average enterprise 
of this type by virtue of the substantial 


stock interest held by Standard Oil Co, 
(N. J.). Now, however, in its present 
capacity of a holding company, Creole 
Petroleum is definitely acquiring the 
status of a mature and established or- 
ganization. 

Creole’s operating unit, the Standard 
Oil Co., of Venezuela, had, as of the 
end of 1934, oil concessions for explor- 
ation and development _ totalling 
8,857,000 acres in Venezuela, S. A, 
most of which were wholly owned. 
Other facilities include two important 
pipe lines, storage tanks, pumping sta’ 
tions and loading equipment for both 





Earnings Per Share Recent 
1934 1933 Div. Quotation 
$0.76 $0.59 None $19 





shallow draft and ocean tankers. De: 
velopment work last year resulted in 
an increase in oil reserves to an esti’ 
mated minimum of 250,000,000. bar: 
rels, and it is a virtual certainty that 
these will be enlarged with the progress 
of geological investigations. 

During the past five years total pro- 
duction of crude oil by Creole has in 
creased nearly 300% and last year 
reached a new high level, 19,390,275 
barrels or an average of 53,124 bar 
rels daily. Production in 1933 
amounted to 13,868,049 barrels or 
37,995 daily. Of total output last 
year 91% was produced by natural 
flow, 5% by gas lift and 4% by pump’ 
ing. 

For 1934, the company received on 
the average of 78.2 cents a barrel and 
a net profit of $5,315,254 was realized, 
after allowance for taxes, depreciation, 
depletion, retirements, amortization, 
etc. Applied to the 6,974,356 shares 
of capital stock profits last year were 
equal to 76 cents a share, as compared 
with 59 cents a share earned in 1933. 
Current assets of $6,477,451, including 
cash of $322,355, showed a ratio of 
about 6 to 1 of current liabilities. 

In the first four months of the cur’ 
rent year, Creole’s production had 
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ined appreciably over last year, out- 
sut in April alone showing a gain of 
45% over that for April, 1934. With 
prices averaging slightly higher this 
year, there is an excellent possibility 
that the company’s record earnings of 
lst year will be exceeded. Naturally, 
this favorable trend in earnings 
strengthens the dividend prospect, al- 
though action in this respect will doubt- 
kss depend upon the extent to which 
the company may find it necessary to 
yse working capital in exploration and 
development work. Nevertheless, for 
anyone in a position to forego a cur- 
rent dividend, the shares of Creole 
Petroleum have much in their favor. 
Even assuming a value of only 50 cents 
a barrel for the company’s proven oil 
reserves, they would represent an 
equity of $17 a share for the stock, or 
approximately equivalent to current 
quotations. With the important back- 
ing of the Standard Oil Co. (N. J.), 
which owns nearly 50% of the out- 
standing shares, Creole may well de- 
velop into an important source of sup- 
ply for the parent company’s many 
foreign outlets, to the ultimate benefit 
of stockholders. 


General Refractories Co. 


The time is not far off when the 
shares of General Refractories will be 
placed on a dividend basis. This event is 
substantiated not only by the favorable 
trend in the company’s earnings but will 
be facilitated by the refunding opera- 
tion recently concluded. On July 9, the 
company will retire its outstanding 
$3,914,000 1st mortgage 6’s of 1938, 
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$0.50 $1.73 None $19 


‘First Quarter. 








with funds realized from the sale of 
$3,000,000 Ist mortgage 412% bonds 
due 1945, together with cash on hand. 
With the retirement of the 6% bonds, 
the way will be paved for the resump- 
tion of dividends, as the indenture 
of this issue provided that no dividends 
could be paid on the common stock 
until the bonds were entirely paid off. 
Further the annual savings in interest 
charges will be equivalent to around 
22 cents a share for the common. 

General Refractories is the second 
largest company engaging in the manu- 
facture of fire brick and other heat- 
resisting materials used for lining 
furnaces, coke ovens, boilers, refining 
retorts, etc. Thus the company is 
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largely dependent upon replacement 
demand, governed by the output of the 
principal users of refractory materials. 
As a consequence, in 1932, at the depth 
of the depression, sales fell to the low- 
est level in years and the company suf- 
fered an operating loss of nearly $500,- 
000 and a net loss of about $1,000,000. 

Notwithstanding the fact that this 
drastic decline in profits came in the 
wake of net income totalling $236,800 
in 1931, $2,136,000 in 1930 and more 
than $2,500,000 in 1929—the peak of 
a five-year uptrend—the company was 
ili prepared to meet a $5,000,000 ma- 
turity of 5% notes on March 1, 1933, 
and heroic measures were called for. 
The situation was met by offering a 
new issue of 6% cumulative income 
bonds (the issue referred to above) in 
exchange for the notes and some $320,- 
000 of bank loans. In addition to be- 
ing a first mortgage on the company’s 
property each bond carried warrants 
entitling holders to purchase at $5 each, 
40 shares of common stock for each 
$1,000 bond. With the refunding of 
these bonds and the exercise of the 
warrants, common stock outstanding 
will be around 455,295 shares. 

The increased industrial activity last 
year reflected itself in the earnings of 
General Refractories and net profit of 
$615,058 was equal to $1.73 a share 
on 355,215 shares of common stock. 
In 1933, profits totalled $89,816, or 36 
cents a share on 250,206 shares. In 
the initial quarter this year 394,255 
shares of stock earned 50 cents each, 
and for the twelve months to March 
31, last, earnings were equal to $1.69 
a share. Finances of the company are 
in good order, with cash at the later 
date standing at about $1,000,000 and 
current liabilities were less than 
$630,000. 

Further improvement in the com- 
pany’s earnings will doubtless keep 
pace with general industrial recovery, 
the prospects of which would appear 
sufficiently encouraging warrant the 
expectation of dividends of perhaps 25 
cents quarterly in the not distant fu- 
ture. Quoted around 19, the shares 
are reasonably valued and current com- 
mitments should show a fair measure 
of appreciation over a_ reasonable 
period. 


Ex-Cell-O Aircraft & 
Tool Corp. 


Ex-Cell-O Aircraft & Tool Corp. is 
one of those many enterprises which 
resulted from large-scale expansion and 
acquisition of properties just prior to 
the depression and has since had but 
scant opportunity to prove the sound- 





ness of their conception or demonstrate 
their normal earning power. Under 
the circumstances, the speculative char- 
acter of the shares of such companies 
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is fully conceded, a designation, how- 
ever, which by no means connotes the 
absence of merit. General business re- 
covery could conceivably restore to 
many of these issues much of the prom 
ise which they had in 1929 and 1930. 

The company in question primarily 
manufactures small precision tools— 
diamond drills, cutting, grinding and 
other devices—but in recent years it 
has substantially enlarged its list of 
products to include precision aircraft 
engine parts, Diesel engine fuel pump 
parts and numerous other machine 
parts. Standardized car and locomotive 
pins and bushings are sold by the com 
pany to practically every railroad in 
the country, and the automotive indus- 
try likewise is an important outlet. 
Early this year the company entered 
into a contract to supply machines for 
making paper containers for the dairy 
industry. 

From this brief outline of the com 
pany’s products, the demand for which 
was drastically curtailed during the 
years of business depression, it is not 
dificult to account for the company’s 
inability to show a profit in any of the 
four years preceding 1934. During 
the late period of enforced economies, 
however, there has been built up a 
large deferred demand for all types of 
machinery, tools and manufacturing 
equipment. Obsolescence and wear and 
tear have played their part in enlarg- 
ing the potential demand. Encouraged 
by the recent business improvement, 
the number of companies which have 
undertaken to replace obsolete and 
worn machinery has mounted steadily 
and will in all probability continue to 
do so from this point on. This 
tendency should find important reflec- 
tion in the earnings of Ex-Cell-O Air 
craft. 

Following profits of about $720,000 
in 1929, the losses in the next four 
years aggregated $644,149. During 
this time the company was engaged in 
rounding out and integrating its prop- 
erties and in 1934 was able to capital- 
ize the improved demand to the extent 
of a profit of $140,301. Applied to 
the 376,810 shares of capital stock, 
which aside from a small mortgage, 
the entire capitalization, 
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else = 


earnings last year were equal to 37 
cents a share. In the initial quarter of 
the current year profits were equal to 
25 cents a share, as compared with 36 
cents in the same months of 1934, but 
the decline was largely the result of 
non-recurring expenses in connection 
with the company’s new paper milk 
container machine. Results for the bal- 
ance of the year should more fully re- 
flect the continued improvement in 
demand. Meanwhile financial posi- 
tion remains comfortable. 

Acquired with frank recognition of 
the speculative risks involved, the 
shares of Ex-Cell-O Aircraft & Tool, 
currently quoted around 8, might well 
prove a profitable medium for partici- 
pating in the revival of the machine 
tool industry, while requiring only a 
comparatively modest investment. 


Fairbanks, Morse & Co. 


During the past decade there has been 
an almost complete metamorphosis in 
the manufacturing activities of Fair- 
banks, Morse & Co. The present rost- 
er of the company’s products is so ex- 
tensive that weighing machines and 
scales, upon which the business was 
originally founded, are now of sec- 
ondary importance in contributing to 
earnings. Probably the most note- 


worthy change in the company’s status 





Earnings Per Share Recent 
1934 1933 Div. Quotation 
$0.28 a$4.36 None $22 

a Deficit. 





is the dominant position which it now 
holds in the manufacture of Diesel en- 
gines. Although there are some 75 
companies which manufacture com- 
mercial Diesels, Fairbanks, Morse 
stands head and shoulders above its 
nearest competitor and is credited with 
making more Diesel engines than any 
other company in the United States. 
It is estimated that more than one-half 
of its gross income is derived from this 
source. 

The Diesel engine is not a new prod- 
uct by any means, but its greatest pro- 
gress, culminating in widely publicized 
achievements, dates only from its re- 
cent change from a large cumbersome 
affair to a high-speed, lightweight and 
mobile unit, thereby greatly adding to 
its adaptability. Long identified with 
the manufacture of heavy stationary 
Diesels, Fairbanks, Morse has kept pace 
with changing designs and its present 
line ranges from units capable of de- 
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veloping from 250 to 4,000 horsepower 
to a small four-cycle affair developing 
from 10 to 60 horsepower. 

In addition to Diesel engines and 
scales, the company manufactures elec- 
trical equipment, pumps, railroad me- 
chanisms, water supply equipment, 
power engines for farms and stokers 
for a wide variety of purposes. Re- 
cently the company inaugurated the 
manufacture of electrical refrigerators 
and washing machines. While this 
entry into the consumers’ goods field 
suggests that the management is seek- 
ing to inject a greater measure of sta- 
bility into operations, the company re- 
mains closely identified with the heavy 
goods industries and it is this source 
that offers the more dynamic possibili- 
ties for future development. 

After losses in the four preceding 
years, operations in 1934 were restored 
to a profitable basis. Net profit last year 
of $563,847 compared with a loss of 
$1,147,339 in 1933. After allowance 
for dividends on the preferred stock, 
net available for the common was equi- 
valent to 28 cents a share. Dividend 
accumulations on the 68,642 shares of 
7% preferred stock now amount to 
$24.50 a share or $1,681,729. Fur- 
ther, the desire of the management to 
reduce the debentures now outstanding 
in the amount of $5,634,500 may be 
taken for granted. These two consid- 
erations preclude the early possibility 
of dividends to common stockholders. 
On the other hand the company’s 
strong treasury position, would readily 
permit the prompt discharge of pre- 
ferred accumulations, whenever the 
management feels that the improve- 
ment in earnings has reached a point 
to justify such a step. At 22, the 
common stock is selling to reflect the 
company’s longer term possibilities, but 
with wider acceptance of Diesel en- 
gines accompanied by further general 
industrial recovery, Fairbanks, Morse 
should more than justify the optimistic 
hopes held out for the company, as re- 
flected in prevailing quotations for its 
shares. 


Shell Union Oil Corp. 


The shares of Shell Union Oil have 
considerably more merit than perhaps 
might be suggested by the low price at 
which they are currently quoted. 
Granted that the earning power of the 
common stock has shown unusually 
wide variations and, in fact, has been 
conspicuous by its absence since 1929, 
analysis discloses an equity for the 
shares much more substantial than re- 
cently prevailing quotations indicate. 

Shell Union is the third largest oil 


unit in the United States and is one of 
two companies able to boast national 
distribution for its products. That 
distinction, however, was acquired only 
after a tremendously expensive expan: 
sion program carried out at the peak 
of the boom and involving principally 
the acquisition of refining and market 
ing facilities. Some $200,000,000 was 
spent in this way and this expenditure 
has yet to justify itself, financially, at 
least. The company’s experience jn 
other directions, however, has been 
much more favorable. 

The company has one of the larges 
reserves of crude oil in the world and 
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its potential crude oil output is more 
than sufficient to meet all of its re 
quirements. Shell Union has a large 
stake in practically every important 
oil field in the United States and con: 
tinues to pursue an active drilling cam 
paign, 503 wells having been brought 
in in 1934 as compared with 281 the 
year before. Some day, and_ perhaps 
not so far off, these reserves will stand 
the company in excellent stead. Yet 
the company has steadfastly adhered to 
ultra-conservative accounting practices 
and has not elected to capitalize drilling 
expense and new discoveries. During 
the past six years annual charge-offs 
for depreciation, depletion and drilling 
expense have averaged $40,000,000, or 
the equivalent of about $3 for each 
share of common. This practice is re 
flected in the property account which 
at the end of last year stood at $260, 
000,000, or $133,000,000 less than the 
actual cost of additions and acquis’ 
tions since the company’s formation in 
1922. 

Throughout the recent years of de: 
pression Shell Union has been steadily 
reducing its heavy funded debt and by 
the purchase of bonds at heavy dis 
counts was able to cut its debt nearly 
60%. The resultant savings in interest 
charges amounted to about $1,200,000 
annually. Naturally, this policy has cut 
into working capital and, while current 
financial position is comfortable, there 
is a balance sheet deficit of around 
$18,500,000 a condition which will 
doubtless tend to defer resumption of 
dividends on the 400,000 shares ol 
$5.50 preferred stock, on which ac’ 
cumulations now amount to $20.625 
a share. At the same time the greatly 
improved outlook for the oil industry 


(Please turn to page 272) 
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ESUMPTION of 
R operations at General 

Motors plants follow- 
ing settlement of the recent 
walk-out and further expan- 
gon of soft coal production 
in anticipation of a strike 
alled in that industry for 
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Taking the Pulse of Business 


— Business Gains More Than Seasonal 


— Retail Trade Well Sustained 


s of Price Weakness 





— Electrical Equipment Prospects Good 
— Corporate Profits Up 


nidnight of June 16 were chiefly responsible for a recov- 
ey of nearly three points in the Business Activity index 
Apart from these special influences, 
it is encouraging to find greater than seasonal improv e- 
nent, during the first fortnight of the country’s release 
fom N R A restrictions, in all of the leading industries 
which enter into our index, with the exception of lumber 
and steel where slightly greater than ordinary recessions 
have been reported. Taking the country as a whole, busi- 
ness activity in May averaged about 4% better than last 
year and was only 2% lower than in April. 
by the yardstick of profits, the first quarter of the current 
year established a new high level on the recovery move- 
ment, with net earnings of 155 millions reported by 279 
industrial corporations as against 118 millions earned dur- 
first quarter and an aggregate deficit of 52 
millions reported for the corresponding period of 1933 
In fact the profits of these companies during the first three 
months of 1935 were the largest for any — ng 
On the other hand, net profits of 59 
utilities, albeit only 3% less than for the first quarter of 
1934, nevertheless made the poorest showing for any first 


Measured 


sales have shown gratifying improvement since 


our last issue, under the in- 
fluence of more favorable 
weather and spurred by in- 
tensive advertising and 
tempting clearance _ prices. 
The furor of loss-leader sell- 
ing appears to have abated 
as the majority of store 
executives realize the folly of selling below cost. One 
enterprising store on the Pacific Coast has effectively 
checked the epidemic by offering to re-purchase from 
customers at wholesale prices all cigarettes bought 
elsewhere below cost. 

In most lines retail prices are holding well, except in 
the grocery field where a demoralizing price war has broken 
out under pressure of consumer resistance to high food 
costs. According to Bureau of Labor indexes, retail food 
prices throughout the country declined 3/10 of 1% during 
the fortnight ended May 21; but were still 14.4% dearer 
than last year and 32.4% higher than two years ago. 
Wholesale food prices are up 25% within the year and 
have advanced 38% in two years. 

Earlier fears of demoralization in the general price level 
as an aftermath of the Supreme Court’s voidance of the 
codes are being allayed by the prompt and widespread 
movement by leading industries to continue the codes on a 
voluntary basis. Though Washington has warned that at- 
tempts at price fixing may run afoul of the anti-trust laws, 
the wording of the brief Congressional resolution extending 
the NRA until next April appears to imply that volun- 
tary agreements to maintain wages will not be construed as 
illegal. If so this will tend to establish a shelf below which 
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prices are not likely to fall, except temporarily in special 
situations; because industry as a whole can maintain lower 
prices only at the expense of either profits or wages. Raw 
material prices, which are at the base of the pyramid from 
nature to consumer, are likely to be subjected to the great- 
est pressure, owing chiefly to the existence of unwieldy 
stocks and difficulties attendant upon curtailing production. 
Inherent weakness in the extractive industries is suggested 
by failure of our Raw Material Price Index to recover the 
loss sustained from the N R A decision although our Com- 
mon Stock Index, under the leadership of seasoned invest- 
ment issues, has shown renewed strength in further re- 
sponse to the abnormally low Cost of Business Credit. 


The Trend of Major Industries 
STEEL—Although members of the Steel Institute have 


agreed to continue many features of the code on a volun- 
tary basis it is no longer obligatory to file open prices nor 
to complete shipments against contracts within the quarter. 
Secret price cutting is thus permissible again. Thus far 
prices are believed to have been well maintained; though 
talk is being heard of allowances on quantity orders. It 
is well understood that widespread price cuts would imme- 
diately threaten wage rates and invite a return of govern- 
ment meddling. It is quite natural, however, that large 
consumers should defer orders as long as possible and 
apply pressure for lower prices. Partly in consequence of 
such tactics the ingot rate has sagged to 39%, a new low 
for the year and 18 points under last year at this time. 
The low level of consumers’ stocks, however, is a stabilizing 
influence which should cushion the usual summer recession 
in operations and lead to sharp recovery as soon as orders 
for autumn requirements begin to come in. 


METALS—The copper industry has not yet devised 
means to overcome legal obstacles to voluntary co-operation 
and a meeting to take action in the matter has been post- 
poned indefinitely. Sales of the officially-pegged 9-cent 
copper since the demise of N R A have been at only half 
the pre-decision rate and export prices are off to about 77% 
cents. In response to inquiries from the silver bloc, Secre- 
tary Morgenthau presented data on acquisitions to date 
and ventured the opin- 


prices in the Los Angeles area and a spurt in the output 
of California wells. States east of the Rockies, however, 
have held production below the Federal allowable and, 
with domestic consumption of gasoline mounting to new 
record levels, there appears to be no immediate danger that 
prices elsewhere will be adversely effected by the debacle 
in California. 


ELECTRICAL EQUIPMENT—The Administration’; 
utility program, while tough on power producers, promises 
considerable business for the electrical equipment manufac. 
turers. Under the work relief budget $100,000,000 has 
been earmarked for rural electrification, and a large 
silce of this will go to equipment makers. Of more per 
manent and far reaching character, however, will be 
the stimulus to electrical appliance sales resulting 
from lower meter rates for current. It is figured 
that complete electrification of a modern home would cost 
around $1,000, and there are 22,000,000 homes in the 
country. Even partial development of this huge field would 
add considerably to the income of equipment companies, 
Power companies also would benefit from expansion in equip- 
ment use, not only through the increased consumption of 
electricity but also from a more evenly distributed power 
load. It is estimated that operation of 8,000,000 ranges 
alone would add about a billion kwh. annually to the con- 
sumption of electric power. 


RAILROADS—It is estimated that railroad freight ton- 
miles increased 7.8% to 270 billion last year; whereas 
freight carried by motor trucks expanded only 3.1%. Ton: 
miles of freight moved by motor truck in 1934 amounted to 
less than 6% of railroad freight ton-miles. On the other 
hand, omnibus passenger-miles amounted to 2/3 of steam 
railway passenger miles, and increased 17.3% over 3933, 
while steam railway passenger miles expanded only 10%. 


Conclusion 


Conspicuous strength in high-priced stocks during the 
past fortnight offers encouraging evidence that influential 
business men and investors are viewing the future with 
increasing confidence, and a belief is gaining ground that 

the customary recession 





ion that the 9-cent de- 
cline in price from 
the year’s peak of 81 ' 
cents was merely the 
aftermath of excessive 
speculation in which 
decline the Treasury 
had played no part. 
Lead has been re- 
duced a quarter cent 
since voidance of the 
code; but zinc prices, 
which had not been 
advanced prior to the 
recession, remain un- 
changed. 
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Changes in Major Commodity Price Group for the 
Fortnight Ended June 8, 1935 


in business activity this 
summer will not be s0 
70 extensive as usual. A 
temporary recession in 
our index, however, 


= will probably result 
° from the closing of a 
30 number of soft coal 


mines after June 16, 
even if the threatened 
strike should not ma 
terialize; since stocks ot 
coal above ground are 
already excessive. Steel 
mill operations, on the 
other hand, may t 
° expected to decline 
less than seasonally this 
summer; because Oo 
low inventories in con’ 
sumers’ hands. During 
the second half, bus’ 
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unweighted index of weekly closing prices; 





1931 


ao on 


compensated for 


(An 
and rights, and covering about 90% of the 2 
listed on the New York Stock Exchange.) 


1934 Indexes 
Number 
“Bligh Low oe of Issues (1925 Close—100) High Low 
45.0 54.6 288 COMBINED AVERAGE.. 56.4 43.0 
105.7 44.2 87.0 5 Agricultural Implements.... 88.1 64.1 
42.3 20.2 27.1 ss... 27.1 17.8 
58.9 35.2 55.5 18 Automobile Accessories.... 59.8 44.6 
24.9 11.8 14.2 13 Automobiles.............. 16.8 8.8 
92.5 43.6 60.1 5 Aviation (1927 Cl.—100).. 60.1 41.3 
7.4 87 9:2 3 Baking (1926 Cl.—100).. 10.0 7.9 
240.9 153.6 191.8 2 Bottles & Cks. (1932—100).. 232.9 184.8 
136.0 100.0 131.6 4 Business Machines 133.4 113.7 
229.5 178.9 227.5 By ER a igiahs <bs0e-x< :4-006 4 226.1 
210.5 134.3 167.2 OS ee .8 144.6 
37.2 22.1 28.8 , 4 22.6 
70.1 40.1 43.8 5 | LASERS AAR Ree .0 35.7 
37.0 25.7 32.0 2 Dairy Products............ 4 27.5 
26.8 16.4 21.2 8 Department Stores 22.7 16.0 
84.2 56.0 73.1 7 ~= Drugs & Toilet Articles..... 73.1 57.1 
91.3 59.1 78.7 3 Electric Apparatus......... 100.4 70.1 
211.2 103.8 211.2 2 Finance Companies........ 249.3 211.2 
64.0 51.1 58.3 a oo ee 69.3 51.8 
71.1 55.1 55.7 4 Food Stores. 56.4 46.5 
58.8 36.2 45.4 3 Furniture & Floor Coverings 45.4 32.1 
1372.0 1106.0 1164.9 DB ts ke eiciccwns 1209.7 1062.4 
35.6 25.1 35.6 5 Household Equipment..... 38.1 35.3 
31.8 19.3 20.8 4 Investment Trusts......... 23.4 17.0 
295.5 164.0 247.0 3 Liquor (1932 Cl.—100)..... 273.9 223.6 
53.4 34.2 44.2 eee 44.7 36.0 
88.6 51.9 62.0 3 Meat Packing.. 62.2 34.5 
160.1 117.4 127.8 11 Metal Mining & Smelting... 147.4 109.4 
86.8 52.0 58.2 23 ~=Petroleum.. 70.3 61.3 
25.0 15.2 21.0 3  Phonos. & Radio (1927-100) 21.0 15.9 
72.8 32.1 34.8 18 Public Utilities............ 40.0 23.0 
66.2 34.9 43.9 8 Railroad Equipment....... 43.9 29.3 
52.0 24.5 25.8 ee NE ois ose sccsisietee ens 26.7 17.5 
15.9 6.0 8.8 ey MU soa croaie ave: bree w niéve 8.9 5.2 
50.2 28.9 41.6 3 Shipbuilding..... 43.4 28.5 
77.0 42.0 54.4 10 = Steel & Iron 57.4 37.6 
31.3 20.4 22.2 5 | Saree re 30.4 21.1 
214.0 131.5 143.2 ie || ARES RS ara 150.3 122.5 
70.3 40.2 45.2 3 Telephone & Telegraph. . 48.3 34.2 
65.8 37.5 47.8 lac |) See 50.4 34.7 
14.6 7.6 9.0 & Tires & Rubber........... 9.3 6.0 
88.6 66.5 84.7 4 RNS 3 5s fo 6.513 piso. 0a earerece 89.5 177.2 
73.5 43.5 65.0 Be PANN oc sole :ss os 9.500% a eres 66.8 51.0 
275.5 43.6 258.2 3 Variety Stores. 264.4 
H—NewjHIGH record since 1931. h— Sane HIGH this year. 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 


you. 


It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 





ATLANTIC REFINING CO. 

I have 100 shares of Atlantic Refining 
bought at 33%. I am pussled as to its 
speculative and investment prospects, what 
with the N R A abrogated, and the general 
opinion that oil companies controlling their 
reserves are in the best position today. 
Please advise me—G. B. T., Baltimore, 
é 

Largely because of wide-spread gaso- 
line price wars, Atlantic Refining Co. 
reported for the initial quarter of the 
current year a net loss of $129,000, in 
contrast with $613,000 profit for the 
like interval a year earlier. Primarily 
a refiner of gasoline and lubricants, the 
company has had its profit margins nar- 
rowed to the vanishing point by the 
fixed price at which it has had to pur- 
chase the bulk of its crude requirements 
and the necessity of marketing its re- 
fined products on a competitive basis in 
markets aggravated by “hot oil” ship- 
ments. Nevertheless, considerable 
progress has been made by the manage- 
ment in recent years in extending crude 
oil reserves, while large amounts have 
been expended in improving the efh- 
ciency of refineries and extending mar- 
keting outlets. Recent weeks have 
witnessed a more satisfactory relation- 
ship between crude oil and gasoline 
prices which is most timely for the sub- 
ject company since it currently is en- 
joying a seasonal expansion of gasoline 
sales; indications are that gasoline con- 
sumption during 1935 will attain an 
all-time peak. True, the improvement 
in gasoline quotations has been due in 
large measure to the oil code which 


ceased to operate with the demise of the 
NRA. Competent observers are of 
the opinion, nevertheless, that the Con- 
nally Act which prohibits shipment of 
oil in interstate commerce which has 
been produced in violation of state 
proration measures, is still constitu- 
tional. In any event, the principal 
producing states have developed efh- 
cient enforcement agencies which seem 
unlikely to relax their efforts to hold 
production within reasonable bounds. 
Of significance also is the constant de- 
pletion going on in the known prolific 
areas, notably East Texas, which, un- 
less new fields of similar proportions 
are discovered, seems to indicate a 
gradually improving price structure 
and a better relationship between the 
crude and refined products. With 
only $14,024,734 of funded debt rank- 
ing ahead of the 2,664,904 shares of 
common stock and with an exception- 
ally liquid financial condition, stock- 
holders are well situated to share in 
increased earnings. Thus, and in con- 
sideration of the improved gallonage 
which the company is doubtless cur- 
rently enjoying on a more favorable 
basis than prevailed earlier in the year, 
we recommend further retention of 
your holdings. 


FIRST NATIONAL STORES, INC. 


I note that First National Stores has 
not advanced in line with issues offering a 
comparable yield. I am wondering, there- 
fore, if you think this issue behind the 


market and a good “buy.” Do you think a 
larger dividend soon possible on the basis 
of its earnings for the past two years?— 
K. H. A., Memphis, Tenn. 

This company represents the fourth 
largest chain system in the retail groc- 
ery field, distributing its merchandise 
to all of the New England States and 
also to Westchester County. The 
metropolitan district of Boston, how 
ever, represents First National’s more 
highly concentrated area. The chain 
as a whole includes 2,653 stores. Very 
largely because of the increased cost of 
operations under various codes, First 
National’s net income for the year 
ended March 30, 1935, dropped to 
$3,433,504 equivalent after preferred 
dividend requirements to $3.89 a share 
against $4,394,830 or $4.97 a common 
share in the preceding fiscal year. The 
falling off in net profit is rather pro- 
nounced, especially when consideration 
is given to the retail store sales for the 
year which were reported at $111,323, 
463 compared with $105,812,781 the 
year before. The company through its 
shrewd financial management _ has 
maintained a strong position and at the 
year-end current assets were $16,955, 
833 with current liabilities of $4,421, 
605. During the year cash was in 
creased to $3,535,308 from $3,043,311. 
First National has demonstrated 
throughout the depression an ability to 
cope successfully with rival chain 
stores and has been able to earn a net 
profit of more than four cents a dollar 
of sales. While it is true as you state 

(Please turn to page 265) 
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ASIC factors for a sus- 
B tained though selective 
advance are stronger today 
than they have been since the 
low of the market in the sum- 
mer of 1932. Some that pres- 
age considerably higher 
prices and the development 
of frequent and exceptional 
profit opportunities during the 
remainder of 1935 are: 

l. Increasing business con- 
fidence with the abroga- 
tion of the NRA elimi- 


business confidence grows. 


half of the year. 
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[] TRADING 
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Exceptional Profit Possibilities 
in Coming Market Movements 








Our Current Advices Should Bring 
You Substantial Profits 


Our very first recommendations to you 
should result in quick and substantial 
profits. In fact, even if purchased in 
10 share units, the profits taken on one 
or two commitments may readily 
cover our subscription fee for six 
months or a full year. 


So that you may participate in our cur- 
rent campaign—in the new advices 
which have just been selected—mail 
your enrollment and remiitance today. 


Complete Service for 
Six Months Only $75 








nating the fear of greater regulatory powers 
by Congress and the Administration. 
2. Credit inflation which will expand rapidly as 


3. Adjournment of Congress around mid-July. 
4. $4,880,000,000 works relief program. 


5. Sharp business recovery forecast over the last 


6. Plethora of funds seeking profitable investment. 


telegrams I select I will receive the complete service outlined by mail. 


Send me collect telegrams on all recommendations checked below. 


sell at strategic points. 
The Investment and Business Forecast will provide 






TIMING THE DECISIVE 
FACTOR 


The selective upward trend 
will be interrupted repeatedly 
by intermediate recessions 
due to waves of profit-taking, 
new developments and tech- 
nical factors. While sound- 
ness and future prospects of 
the securities you buy are 
vital considerations—the size 
and frequency of your pro- 
fits will be determined largely 
by your ability to buy and 


you with a scientifically grounded market program in 


keeping with your personal capital and wishes. 


Clear-cut advices, by fast wire or mail, will counsel 
you which issues to purchase, the prices to pay and 


precisely when to take profits. At all times, our con- 


sultation service will be open to you in connection 


CABLE ADDRESS: TICKERPUB 


I enelose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
($125 will cover an entire year’s subscription.) 


Short-term recommendations following important intermediate market movements. 
to four wires a month. Three to five stocks carried at a time. 
to act in 10 shares of all recommendations o1 over 50% 


Speculative investments in sound low-priced issues that offer outstanding possibilities for 
market profit. Two to three wires a month. Three to five stocks carried at a time. 
capital sufficient to purchase 10 shares of all recommendations on over 50°% margin. 


Dividend-paying securities entitled to investment rating, 
One to two wires a month. Three io five stocks carried at a time. $1,000 capital 
sufficient to purchase 10 shares of all recommendations on over 50°% margin. 


Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 


(Wires will be sent you in our Private Code after our Code Book has 


margin. 
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The Investor’s 
Pocket Guide— 


Whether you want to keep regularly 
posted on the securities you now hold 
—or in checking the outlook and posi- 
tion of investments you contemplate 
buying —then you will want to have 
“Adjustable Stock Ratings” always 
handy. 


Here are the facts this 112-page, pocket- 
size handbook revises and brings up to 
date monthly, on all the 1552 leading 
common and preferred stocks on the 
New York Stock Exchange and New 
York Curb Market. 


—the lines of business represented by 
the investments in which you are 


interested. 
—the industries — the companies 
which are going ahead — those 


which are declining. 

—funded debt, if any. 

—dividend rates—and dates. 

—the 1932 and 1933 earnings — the 
interim earnings for 1934 and 1935. 

—the 1934 and 1935 price ranges. 

—ticker symbols. 

—*the “low prices” since July 1st, 
1933— so important in figuring 
minimum margin requirements and 
maximum loan values under new 
market regulations. 


Only $2.50 a year will bring you 
“Adjustable Stock Ratings’’—published 
the 15th of every month—the most com- 
plete, most frequently revised informa- 
tion you can possibly secure—equal to 
services costing up to $40 and $50 a 
year or more. 

*Handy, pocket-sized tables have been prepared 
which, using the “lows” since July Ist, 1933, as 
ziven in “Adjustable Stock Ratings,”’ can enable 
you to find minimum margin requirements and 
maximum loan values at a glance. You can have 
a copy of these tables, free, if your subscription 
is received within the next 10 days. 


Mail your order now— 
The MAGAZINE of WALL STREET 
90 Broad Street, New York 
{} I enclse $2.50. Send me ADJUST- 
ABLE STOCK RATINGS monthly 
for one year—also tables of “Minimum 


Margin Requirements and Maximum 
Brokers’ Loans” FREF. 














New York Stock Exchange 


Rails 








1933 1934 1935 Last Div'd 
aan, ———s, ? nay, Sale $ Per 
A High Low High Low High Low 6/12/85 Share 
IN ano os hse ass wn bs bobse see 801¢ 3454 13°4 454% 555, 35%; 44); 12 
Atlantic Coast Line................. 59 1614 5414 2414 371, 191, 233; : 
B 
Maltionnn B WI... ...osocccseccces 37% 84 3416 1234 15 74 1134 
Bangor & Aroostook................ 4134 20 4614 351% 43 361< 41%, BY; 
Brooklyn-Manhattan Transit........ 41144 2134 44% 2844 44% 36!5 3914 3 
Cc 
Canadian Pacific..... penbeaeesnetns 20% 1% 1814 10% 1334 926 10% & 
Chesaponice & Ohio... .....ccccccces 4914 2456 4854 39% 453% 37% 44% 2.80 
C. M. & St. Paul & ae 1134 1 84 2 3 yy % ae 
i & Northwestern............ 16 14% 15 a8 55% 254 314 
Chicago, Rock Is. & Pacific.......... 10% 2 6% 13 25% 1 1% 
D 
Delaware & Hudson............... 9334 3754 73% 35 4314 2314 3034 
Delaware, Lack. & Western......... 46 1714 3334 14 19% i1 1414 
E . 
PURER kana dc radceannscaan 2534 324 24% 93% 14 7% 834 
G 
Great Northern Pfd................ 3334 4% 3214 124% 19% 956 1854 
H 
Hudson & Manhattan.............. 19 64 12% 4 5% 884 234 
I 
CO Ea reer 5024 814 38% 1354 1714 914 12 
Interborough Rapid Transit......... 1334 4% 17% 54% 16% 8°, 13% 
K 
Kansas City Southern.............. 247% 614 1934 654 834 3°4 516 
L 
a ee 2784 8% 214% 94 111% 5 7% Pe: 
Louisville & Nashville.............. 6714 2144 6214 3734 47% 34 427% $ 
M 
Dio., Kamas: & Temas... ... 2. cscesss ¥% (5°34 14% 4% 64% 25% 3% 
N 
oe ee 4 14 4514 18% 2134 1234 17 
Rn. ae & St. Louis. Se A 2% 267% 9 13 6 8 
N. Y., N. H. & Hartford. eis ai Aik cocrce's Vj 11% 241% 6 814 2% 4). 
eS Baaaeie & Western . 7% 1154 4\4 6 25¢ 31. . 
Norfolk & Western ie 111% 187 161 175 138 173% "8 
MOMENTA FMT oo ns noc cerns eens 4 954 3644 14% 21% 13% 18% ra 
P 
A ee ce 4214 1334 39% 20% 253% 17 4 227; 1 
oe ae 37 8% 38 12 185% 914 1214 | 
ee Ee ee 3534 6% 27 10 10 6% 10 
R 
DMN Gio puke Goss aucchs nese < 6214 2314 563% 35% 434; 297% 3214 2 
Ss 
St. Louis-San Fran.. <aRunpak oc Mee % 45% 1% 2 84 % 
St. Louis-Southwestern .. bie aracisbin tow 54 20 8 14 10 13814 
ee reer 3834 11% 3334 14% 19% 81234 175% 
Southern Railway ................ 36 14% 3614 11% 1614 1% 10% 
T 
Texas & Pacific.........cesccesees- 43 15 4314 13% 2554 14 20 ee 
U 
CREED kvaciesuiswssbedcasues's 132 6114 1337; 90 11114 8214 10214 6 
WwW 
Western Maryland................. 16 4 1744 TK 9% 514 844 
TE PE vs cenebhunsatavewes 9% 1 8, 25% 334 14 1% 
e s 
Industrials and Miscellaneous 
1933 1934 1935 Last Div’d 
—— SS. or —————_ Sale $ Per 
A High Low High Low High Low 6/12/35 — 
AGams-Miltis Corp... ..csccscssces 80 60 103% 73 3314 28 301% 
8 Se ees 112 47 4 113 9134 139 1043, 139 3 
IIIS 5 5 0.6 si0 0, c'0.00.0 06500 0 33 11% 237% 165, 20% 155, 17% * 60 
Allied Chemical & Dye............. 152 70°, 16034 115% 154%; 125 1521; 6 
Allis Chalmers Mfg................ 2634 6 23% 10 %% 22% 12 21% Py 
Alpha Portland Cement............. 24 534 20% 11% 2034 14 17% 1 
eee 47°54 18% 5554 39 7034 4816 6914 2 
Amer. Agric. Chemical 1. he 35 74% 48 254 6734 4116 444 2 
American Bank Note............... 2816 8 25% 11% 2734 1814 2434 
Amer. Brake Shoe. & Se 426 9% 38 1914 295; 21 2814 
EI. on cneccs cs eveuseves 4 4916 11434 90144 138 110 136 “4 
Amer. Car & Fdy.. 34 \&% 837% 12 2014 10 16 sc 
American Chicle.......... 705% 4614 96 66 95 *3 
American & Foreign Power. sana 5 3% 1334 3% 5% 2 % 
Amer. International Corp........... 4 44 11 434 76 4\6 Tk 
Amer. Power & Light............... : 4 124% 3 4 1 3% 
Amer. Radiator & S.S.............. 45% 175% 10 16% 10% 14 
eee | ee % 5% 2814 1314 24 1534 19 
Amer. Smelting & Refining.......... 1024 6134 3014 47% 315% 4254 
Amer. Steel Foundries.............. 45% 2614 10% 18144 12 1544 
Amer. Sugar Refining.............. 74 21% 72 46 70% 65516 605¢ 2 
ee ye oy Sere 8614 12544 100% 13044 987% 12814 9 
Amer. Tob. B.. Peace be 4 5034 7 8916 7454 5 
Amer. Water Works & Elec.. 2.2223: 434 10% 2754 1254 14% Wk 11% 80 
aS ee 67% 2254 8334 36 614% 351% 4434 
Anaconda Copper Mining........... 22% 5 1734 10 18% 8 15°, 
TS 2 Se ee ee 634 3% 6\% 314 4 
IE SN 6.555 0 0 0 6:an'snic-0 3s 3214 123% 3514 21% 28 213% 2614 1 
oS ae eee 844 31 57% 16% 29°54 16 21 
Ee es 16% 614 1034 334 556 3% 
B 
Baldwin Loco. Works.............. 175% 3% i 4% 6% 1% 25% . 
NT skc6iin obs sitte sts eba 5214 3% 23 493, 3714 48 *50 
Beatrice Creamery................. 27 7 $ 3 104% 19 1534 17 $50 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 


1933 1934 1935 pend Div’d 
———K————— —_ $ Per 
B High Low High Low High Low 6/12/35 Share 
Beech- SOE | ere 7014 45 165% 58 89 72 89 "3 
Bendix A SR ae st % §% on a ps avs $04 7 
est & CO.... cece erence cence Ys 74 
Sicha MEIMIOID: 6.0850 5 45 e5% = x 4 +4) +8] +354 rt$] sas ‘. 
Bohn Aluminum................-6+ Lo % A, % 8B 4 4 
Borden Company..............-4-- 37 3% 18 2814 19% 2534 0S 21 24% 1.60 
Borg WAMET.. 22. sceecescceseess 2244 5% 31% 16% 39144 28% 37 1% 
Briggs Mfg... ......--eeseeeceeeees 14% 25% 28%, 12 31 2415 293% 2 
Bristol-MeyerS..........--2eeeeee- 40\4 5 874 26 3614 30%% 321% 2 
Burroughs Adding Machine......... 20% 6% 193 10% 17% 13 4 16% .60 
Byers & Co. (A. M.)..........0+--- 4314 8% 3234 1334 205g 11% 15 je 
California Packing................. 73, 443, 183; 4216 3833; 3534 1.50 
Canada Dry Ginger Ale. tig 2944 124% 16% 834 9% .40 
CS ee : 301g 86485 63, 48% 5454 +6 
Caterpillar DD o ias.cs's Saseee es 6c 2 34 % “a 
errr 4% 44% 17% 353, 19% 244 ; 
Cerro de ay SOE 6 5:54 so awleas - % , ) = 4% yo os) =" yf ~ : 
Chesapeake Corp...........sceeee: & R 4 34 
NOD CORDS oasis cic cs osicees vies 1% 60% 2914 49%, 31 47%4 *1 
Coca-Cola Co. sss rn sits Tack oo 1354 161% 9544 573%, 53%% 541% 3 
Colgate- -Palmolive-Peet. . 22%, 18% 93% 184% 15% 16°4 .50 
Columbian Carbon................. 714% 93% 11% 8 93 67 91% 4 
Colum. Gas a See ee th : ryos 1988 ant abit 64 ae 
Te EO | ee Y% A, 4 "A ly 463, 2 
Mi. PE vscns science decnkes a3 = aoe rit bf ae 66% 2 
RE Soe oiste ts dion 7 3634 : 4 74 YM a 
oy aga ans —  -_— a = ga a? 
Consolidated Gas of N. Y........... 6414 34° 47% 18% 2514 16% 2314 1 
Consol. Oil..... gig ere tee tenses: iE a od ai aaa Hs) 834 E 
Container Corp. ee iin hana wee-o-8 1 4, yw 34 B % 34 834 ee 
Continental Can, Inc.. cman tet 35% 6415 5634 8314 625; 825; 2.40 
Continental Insurance . eek STON ASOT 36 b 2 10% 3614 23 % 354% 28% 341% *1.20 
eres 19% 4% 2234 1534 23 15% 21 $.12\% 
Corn Products Refining............. 90% 45% 8414 5514 7534 62 74 3 
Crown Cork & Seal. ............06- 65 144 36144 18°34 338%, 2314 31 1 
Cudahy Packing... . 20%4 §25¢ 37 4744 40 40 2% 
DCater-Fiammer, TAC... ...6.5.0 000000 44 21% 11 22 16 2034 ac 
EMME TE Oss cise ssc. csesesccsecee 49 534 341% 10% 31 2234 2614 a 
Diamond Mateh<-.0000000..00..... 98g AT MBig BH i 3214 261, 32 + 
Se ee ere ee 39% 2 4 3 4 341% 43 2 
ag ee yap Re one ee 18% 494 Rs, a 1987 as ; 245% 3 
u Pont de Nemours............... 96% 32% % ‘ 65, 101% 2.60 
E 
Eastman Kodak Co. 46 116% 79 149144 110 M6 146 5 
Electric Auto Lite. 10 31% 15 9 193% 2014 “an 
Elec. Power & Light. Cea ere 3% 9% 2% 34 1% 25% : 
Electric Storage Battery. re ee 21 52 34 4915 39 42 2% 
Endicott Johnson Corp.............. 627% 26 63 45 6435 5234 6434 8 
F 
Fairbanks, Morse & Co,............ 114 2% 1834 7 2534 17 2214 ses 
Firestone Tire & Rubber............ 314 9% 25% 13% 184% 138% 1444 .40 
First National Stores..............- 10%4 43 6914 53 56 4534 53 2% 
Foster Wheeler Corp............... 28 4% 22 84 17% 9% 14% a 
= Cen cisensr ees ashes 19 13 Hs Ps | 165, 854 14% Si 
POUPOES TOMS CO. nc ccc csccccnss 49% 16} 1% 2814 174% 2614 1 
G 
General Amer. eae Ec Ane mea Oats 43 MY 1334 435 30 38144 32% 36 1.75 
General Bakin, ‘ Eee ee 1014 145, 6% 9% 73% 834 .60 
—. Electric. COE en ae emer ae ... 8044 1074 a 16% potas 2014 2534 .60 
oo EE ener 1 % 28 K 3214 3534 1.80 
General Mills.................. 00. 71. «= 8546 lg 70 59% 6914 3 
General Motors Corp. . er 10 42 2454 34144 265% 3144 1 
General Railway Signal.. Se eesicnsc mee 134 4554 2314 0 155% 25 1 
General Refractories............... 19%4 2% 2334 10% 214 1634 19 — 
Gillette Safety Razor..............- 2014 vh74 14% 84 165, 12 15% 1 
oe inst Skis wis nis ot a0. 20 314 28 %¢ 1554 30 233% 29%, Be 
SPRRUOREENOOTD cnecccicccsscssccsee MODE 12 23 16 18 1434 174% 1.20 
— = &. as ee Eke wee 212 3 ft so aus e745 84 ap 
year Tire & Rubber........... 474 914 8 1814 67% 1534 18 : 
Great Western Sugar.............. ai 20788 CKSSCi« RIG: SONGS 4O 
H 
Hercules Powder Co..............- 6854 15 815 59 81% 71 8054 *3 
Hershey Chocolate . Sets 351, 73%, 4816 813; 734% 1814 3 
Homestake Mining. Hive irsaar diese sonseie'e 373 145 430 310 12 338 400 *12 
Hudson Motor Car. Bidens he 1634 3 2414 6% 1234 64 1% on 
Hupp Motor Car.. 7°4 156 1% 1% 3% %4 1% 
Industrial Rayon... Tysons ¥ aa 3214 193% 33 2316 27 1.68 
OE OT a eee 78 19} 6 7334 49), 90 6014 89 2 
ter. Business Machines........... 15314 7534 164 131 184144 14914 178% *6 
eae rere 40 6% 3734 18%% 33 22% 2914 | 
Inter. Harvester..................- 46 135% 467% 2334 4446 34% 42 .60 
Inter. Ni ly 3 4 3% 1 34 
_, ORES ie 2314 6%4 2914 29% 2214 2834 .60 
MM CDES Ce DOs cen ccinecswe sess. Mae 5% 1734 21M 9% 5% 8 : 
J 
a Le a are eee 23 5714 33 59 49 56 3 
sa hag tpitessaae ee 124% 66% 39 57% 38% 4934 . 25 
K_ 
oe eee 155% 3% 214 1154 1844 1234 13 * 50 
Kennecott Copper. . aaaihiare acer 26 13% 231% 16 214% 13% 185% .60 
Kroger Grocery & Baking kc ee ices. ae 14), 3356 2314 2834 2214 2534 1.60 
L 
SBME ID oA Sa iielg o oigis 3.6doiew sa 41), 1934 3134 2214 2815 24 27% 3 
Lehman Corp Seer: 371, 78 6814 19% 67% 793, *2.40 
Libbey-Owens-Ford .. ee 434 437% 22 3234 2114 291% 1.20 
Liggett & Myers _— Becerra teas 993% 4914 1114 T4\6 113% 9334 i 111 *4 
ew's, Inc...... ae ee 8% 37 203% 4214 3114 41% 2 
7 the haa Biscuit. Ri crakstm lola we cena 44%, 1914 4434 3344 38 33 38 2 
SERN ee ere nso it wsccre sae 2514 103¢ 2214 1534 22 18% 2134 *1.20 
M 
Mack Truck, eee AS REE Se Te 4634 13% 413; 22 t: 374 1854 1914 1 
Macy (R. H):. rigdie calle dorelee 2414 6214 3514 4444 30'. 3914 2 
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| Fallacies =u 
&! Dow Theory 


A Daring Book Exposing the 
Inherent Faults as a Trading Guide. 








Companies 


A. in Line to 


Increase Dividends 
30 Nearing Resumption 


FTER an survey, our 

has listed the 64 companies 
earnings prospects and financial 
puts them in line for further dividend 
action this year; and 30 others whose sound 
background and recent progress makes early 
resumption of dividends probable. 
These 94 companies—so significant to in- 
vestors—are named in the current UNITED 
OPINION Bulletin, together with 


4 Stocks to Buy Now 


with increasingly 
this year. 


Staff 
wunose 
position 


exhaustive 


selling under 20, 
earnings prospects for 
Two stocks representing the most hopeful 
situation in the chain merchandising field; 
dividend payers; one of which promises to 
set up, this year, an _ all-time earnings 
record, 

Get the analysis and 
four stocks, together 
companies—without 


Send for Bulletin W.S. 17 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. AN r Boston, Mass. 


Two rails, 
promising 


recommendation on 
with the list 
obligation— 








“Theory’s” 


Limited Edition FREE 


It tells in positive terms what only the 
few truly expert market technicians of the 


country know about the ‘‘Theory’s’’ short 
comings. A reviewer says: ‘*There is no 
escaping this book’s incisive logic. Inval- 


uable to anyone interested in the _market.’ 
Send for copy today! 


Market Trends, Inc. 


Dept. E—Equitable Bldg., Denver, Colorado 











| sTocKS 
COMMODITIES 


— - BONDS 


Folder explaining margin requirements, commission 
charges and trading units ts furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 








POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG 6 
Accounts carried on conservative margin. 


(HisHoLm &@ (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 











Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir&.©. 


Established 1898 
York Stock Exchange 


“New York 


Members New 


39 Broadway _ 
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FORK UNIO 


Fully accredited. — fy My or business. Able 
faculty. Small classes. Supervised study. Lower School 
a small boys in new separate building. Housemother. 

0. T. C. Fireproof buildings. Inside swimming pool. 
Ri athletics. Best health record. Students from 27 states 
and other countries. Catalog 36th year. Dr. J. J. Wicker, 
Pres., Box A, Fork Union, Virginia. 





‘Dividende ial Interest 








Endicott Johnson Corporation 
Dividend No. 65 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy Five 
Cents ($1.75) per share, and a Common Dividend 
of Seventy Five Cents ($.75) per share, payable 
July 1, 1935 to stockholders of record at the close 
of business June 18, 1935. 


Checks will be mailed by Irving Trust Company, | 


Dividend Disbursing Agent. 
MAURICE E. PAGE, Secretary. 
June 5, 1935. 











A Message to Presidents: 


Create investor confidence in your securities 


by publishing your dividend notices, when 
declared, in these columns. Such _ publica- 
tion brings the investment features of your 
stock to the attention of stockholders of 
record who read The Magazine of Wall 


Street consistently for financial guidance. 











KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 


‘ODD LOT TRADING’’ 


John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


WHEN TO BUY AND WHEN TO SELL 


The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


‘*TRADING METHODS’’ 


This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request, (785) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 


A. Acosta & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 


stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 








{ 








New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 














1933 1934 1935 Last Div'’d 
——_ FTO Hh SO Sale 
M High Low High Low High Low 6/12/35 San 
Mathieson Alkali.................. 465¢ 14 40°, 2314 32 2334 297, 11 
May Dept. Stores.................. 33 93, 453, 30 443 35%; 43 1.69" 
Mcintyre, Porcupine............... 4834 18 50! 3014 4555 365 423, “9 
McKeesport Tin Plate. . pai nas ek 44)¢ 951 7 86=—s«é«édaaaS 90'5 115 4 
Mesta Machine Co. ee | 7 3434 201; 32 2415 = 31 1.50 
Monsanto Chemical................ 83 25 9615 39 77'5 «55 1714 i 
oe eee 287% 854 3555 20 30'5 2134 2614 
N 
ck 8 27 114% 3214 1254 194% 11 1234 1 
eee 6054 3114 49), 257. 30's 2214 30 2 
National Cash Register............. 235, 514 2354 12 18%5 131% 15 50 
National Dairy Prod ; 10', 18%, 13 1714, 12% 1514 1.20 
National Distillers . Y% 207% $154 16 2914 231; 2514 2 
National Lead Co.................. 431, 170 135 17514 145 174 5 
National Power & Light............. 2014 67% 1514 6°54 93, 4% 814 80 
+ 3 RARE SSSR ae ree §51< 15 5814 3414 507, 40°. 493¢ 1 
J A ee ere 4 615 2834 1114 2814 =18'4 243, : 
Noranda Mines.................... 38% 1734 457, 30'4 43 30%, 3934 2 
sSuOrUn MASMBTIORT CO. 6 0k. 0s. cececes 36!, 12', 2514 10'4 16! 9 14!, 1 
SOR MMRRRIDE stain a giseoxeen one 2514 1016 193, 121% 205 1114 1734 60 
Swern TU NGINSS.... cs sce eee 96% 31! 94 60 104 80 103 
P 
Pacific Gas & Electric.............. 317% 15 2314 1234 237, 13! 2254 1.50 
EE MUNIN os cise ooccease sae 4334 22 37 20%, 3334 19 3214 2.40 
Packard Motor Car. . rae 6% 134 654 234 57% 3! 334 
Paramount Publix... inwee oe 215 Vy 57% 13 414 214 3 
oP he err: 1914 7414 5116 74 5714 7214 2 
oo 7 arse 60°4 2515 67 445¢ 79 641, 79 3 
Phelps Dodge Corp................ 187< 416 187¢ 1314 2035 1234 17'¢ {25 
Phillips Petroleum................. 18%, 434 20°, 1334 23 1334 2235 1 
Pillsbury Flour Mills............... 224% 915 3434 18!4 35 31 345, 1.60 
Procter & Gamble. ........0.00.... @93% 195, 4435 331; 50 4234 495< 1.50 
Public Service of N. J.............. 57) 3254 45 25 3554 203, 331, 2.40 
SNS TIS io o5.54. 25 bso wss be ooo 58'< 18 59°%¢ 3514 527. 34 401; 3 
R 
Radio Corp. of America............. 3 9! 414 6 5 
Radio-Keith-Orpheum... “, 1 414 114 255 144 2 ss 
Raybestos-Manhattan.............. 56 5 23 14), 21 16!» 1714 1 
SS eae 216 1354 6 1114 7 81. , 
Republic Steel. 2 4 25% 101 15!5 9 125, 
Reynolds (R. 7; Woh CL B........- 5414 2615 53°, 3934 52 43! 52 3 
Ss 
EE Le OT ae 62°3 28 57 3814 46 3714 38 3 
Schenley Distillers................. 47 22 387< 17\4 28's 22 2614 
Sears, Roebuck & Co.............. 47 1214 5114 31 41°, 31 4014 1.75 
ee coin bowie sae eke’ 75 114 9 4%¢ 10'. 754 914 
Og 1S CS es ee eee 1314 534 137 6°4 914 74 74 25 
RU MIMIOOMON o.oo. secs catceas 115 4 1115 6 1145 5144 105% 
Socony-Vacuum Corp. .............. 17 6 197, 1214 163; 11 133, 60 
Se NIE ia wn 5,000 a5 ow 5.00 28 141¢ 221, 10}, 19 1934 194 1.50 
Spiegel May Stern Co............. 2115 1 76°, 64 7915 437% 59', d 
Standard Brands. coe enes es: OS 1334 251, 174% 1914 1854 1514 1 
Standard Oil of Calif. ees 191 42% 261, 38% 273; 35 1 
Standard Oil of Ind.............. te : 3234 2314 2714 +23 255¢ 1 
Standard Oil of N. J................ 4715-223, 5015 3914 50! » 3534 4814 4 
SS et eee 63 45°; 665 474 5834 627, 3.80 
odin dael Lo SR eee 1114 215 105s 4), 10 654 9% 
SOOO AC WVORMDET.. ccc cc ccc ccssves> BDZ 515 1314 3% 215 4% 
2 tee eer ee . 59 35 7414 511, 751; 6015 75). 4 
T 
SE eer 30!< 10%; 29%¢ 195, 23°; 1614 207% 1 
Texas Gulf Sulphur See eee ee .. 4514 1514 4314 30 36%, 283; 35 2 
Tide Water Assoc. Oil.............. 1134 316 143, 8 12 75% 1014 
Timken Roller Bearing............. 3515 133, 41 24 367, 283, 3615 "1 
3. | ese 387. 20', 42'5 33 4214 36 3814 214 
Tri-Continental Corp. Son Macy uwies cae 8%, 254 6°, 3 414 1% 4\4 : 
U 
, Underwood-Elliott-Fisher........... 3916 914 587< 36 6714 5337 6716 2 
Union Carbide & Carbon............ 517% 19%, 507, 357% 61 44 597, 1.60 
LOS CL 2 ae eres 2335 8!. 201; 1114 201, 1434 18!< 1 
SE MIs occ ccascsevenasccs 5 eae 1514 8)5 15'< 9% 13 aa 
EDS. cS cnaeeessaxvoes Se 1014 503. 35 60!5 46 5916 2.40 
EON ee on cs Sab Sess s 1414 4 8%, 21 315 114 234 i 
United Corp. Pfd. Pokaan ch aes 2214 377% 2114 3714 = 204 3415 3 
4 ty a, 59 923, 715, 89 8 
7 4 1 1 
U.S. s5 18s Bigs Barz BBSS aie i 
U.S. 94 1315 6434 32 4614, 361< 42 2 
U.S. 231; 61GB 151 22 145, 191% 50 
U. S. Rubber 25 2% 24 11 1714 914 13 
U.S. Suasiting, Ref. & Mining...... 105°¢ 1314 141 96°¢ 124'5 95 109! {4 
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Westinghouse Air Brake .. cass ee 11%, 36 157% 27 18 243, .50 
Westinghouse Elec. & Mfg.... Sewawieie.c) OL 1934 474 277% 501 = 3234 49 a 
Woolworth Co. (F. W.)............. 507% 2513 5514 4144 613, 51 6034 2.40 
Worthington Pump & Mach...... .. 39% 8 31% 1314 21's 1134 1614 
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Answers to Inquiries 
(Continued from page 260) 


ae 





that the stock has not advanced in line 
with issues offering a comparable yield, 
nevertheless it is well to bear in mind 
that this chain system has been able to 
forge ahead in spite of drastic price 
cutting and unfair competitive prac- 
tices. In connection with the long pull 
outlook for these shares, it is our opin- 
ion that First National did not go in 
for the post-war expansion mania and 
consequently has not found it neces- 
sary to cut down its number of stores 
which for the most part have been con- 
fined to the more densely populated 
New England States. While it is 
somewhat difhcult to prognosticate at 
this time just what the management is 
likely to do with regard to the divi- 
dend, nevertheless, on the basis of earn- 
ings a higher rate undoubtedly could 
very easily be paid, and in our opinion 
the stock is of sufficient caliber to be 
included in a well diversified port- 
folio, both from the standpoint of in- 
come as well as from the standpoint 
of possible price appreciation. 





ELECTRIC STORAGE BATTERY 
Co. 

I appreciate the present price of Electric 
Storage Battery is, in part, due to general 
market weakness and the company’s fail- 
ur show earnings improvement. But— 
is slacke off in the automobile indus- 
try now unted? Ts the present divi- 
dend secure?—F. S. J., New York, N. Y. 


Because of the fact that the automo- 
bile industry absorbs roughly 50% of 
the batteries produced by Electric 
Storage Battery Co., the better demand 
from this source has considerably aided 
the company from a volume. stand- 
point. Increased operating costs, how- 
ever, together with the constant pres- 
sure exerted by the automobile manu- 
facturers and the replacement market 
for lower prices, are largely responsible 
for the company’s inability to show any 
worthwhile improvement in profits. 
Thus, net income for 1934 amounted 
tc $2.21 a share on the common stock 
compared with $2.23 for 1933. The 
low point of earnings was reached in 
1932, when the equivalent of $1.39 a 
share on the common was shown, or 
considerably below the $8.77 for the 
peak year 1929. According to the presi- 
dent, sales during the initial quarter 
were approximately $1,000,000 ahead 
of those for the like 1934 period, al- 
though the net profit of the company 
for the period amounted to only 42 
cents a share, against 43 cents a share 
a year earlier. While these figures dem- 
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onstrate the difficulty which the man- 
agement faces in the form of increased 
raw material and labor costs, the ex- 
panding volume of automobile sales and 
the confidence shown by the industry in 
the outlook are factors which hold 
promise for the organization. In addi- 
tion, the company’s customers include a 
wide variety of industries, such as avia- 
tion, railroad, motion picture, etc., or- 
ders from which should register con- 
siderable expansion over the longer 
term. Recent business of the company 
from the railroads is understood to 
have shown considerable improvement 
due, in no small measure, to increased 
use of air-conditioning equipment, and 
the outlook for business from this 
source is promising. At the last year- 
end, current assets of $24,044,294, in- 
cluding cash and equivalent alone of 
more than $7,000,000, contrasted with 
current indebtedness of $1,361,518. 
Except for $31,400 of convertible par- 
ticipating 1% cumulative preferred 
stock having a par value of $25, capi- 
talization consists solely of 906,554 
shares of common. At current levels, 
the stock yields approximately 5%, 
based on the regular $2 annual rate 
which is believed secure in view of the 
strong treasury circumstances of the 
company and its reasonably promising 
earnings outlook. It is our suggestion, 
therefore, that you overlook the sea- 
sonal factors operating at the present 
time and retain your holdings on the 
basis of income and longer term mar- 
ket possibilities. 


GENERAL RAILWAY SIGNAL 
CO. 

I have 100 shares of General Railway 
Signal bought last year at 34. Please 
favor me, a new subscriber, with your 
views on the near and long-term outlook 
for this company and whether you are 
advising your readers to carry its stock.— 
C. N. S., Denver, Colo. 

General Railway Signal Co. is one 
of the two companies which have sup- 
plied practically all of the signalling 
requirements through various railway 
safety devices of all of the carriers in 
this country for more than a quarter 
of a century. In addition, its pat- 
ented systems and devices have been 
used in many other countries through 
an English affiliate. The year-end 
back-log enjoyed by this company in 
1934 was 16% above the average on 
that date for ten years. Asa result of 
this, the net income for the first quar- 
ter of the current year was $96,371 
equivalent to 19 cents a share on the 
common stock and compares with a 
loss of $180,447 in the March quarter 
of the previous year. From 1926 
through 1930, inclusive, profits of this 
company held at relatively high levels 
but the subsequent drastic decline in 





earnings was caused by the dearth of 
orders for new equipment, renewals 
and repairs brought on by the decided 
drop in rail trafhe and because too of 
the generally weakened financial con- 
dition of the roads. The net loss in 
that year was $342,150, after allowing 
$91,059 for depreciation. Despite this, 
however, the company has maintained 
a strong financial position and at the 
year-end total current assets amounted 
to $4,404,000, including close to $2,- 
000,000 in cash and marketable securi- 
ties, whereas current liabilities were 
only $218,000—mainly in dividends 
payable. The company has a com- 
paratively simple financial structure, 
with no bonded indebtedness ahead of 
the 23,038 shares of 6% cumulative 
preferred stock and 320,700 shares of 
common outstanding. In our opinion, 
as industrial recovery continues, there 
will be an increasingly larger volume 
of new business from railroads which 
have got along as best they could 
throughout the depression without the 
installation of new equipment and 
without replacements. As a matter of 
fact, estimates indicate that this com- 
pany could cover its present common 
dividend requirements from the ordi- 
nary run of replacement and renewal 
business alone—to say nothing of the 
sales of new and more up-to-date equip- 
nent which General Railway Signal is 
in a position to furnish. Taking into 
consideration all of these factors, we 
see no reason why you should not con- 
tinue to carry your present holdings of 
this stock. 


WARNER BROS. PICTURES, 
INC. 

I would be interested in your current 
opinion of Warner Brothers Pictures, par- 
ticularly with respect to continuing losses. 
I have 250 shares averaging 534 and I 
would like to know if the company is 
working towards a better position; tf hold- 
ing through the dull summer period is war- 
ranted —U. T. V’., Newark, N. J. 

Although in our opinion it may be 
some little time before Warner Bros. 
Pictures, Inc., will establish itself on a 
consistently profitable basis, neverthe- 
less, the progress made thus far in 
eliminating unprofitable units and 
strengthening its financial status does 
give encouragement to the long term 
future. The report of the company 
for the 26 weeks ended February 23, 
1935, shows a net loss of $133,515 
after depreciation, interest and amorti- 
zation of film costs, as well as deduc- 
tions for Federal taxes, and this con- 
trasts with a net profit of $38,855 or 
37 cents a share on the 103,107 shares 
ot $3.85 preferred no par stock for the 
26 weeks ended February 24, 1934. 
Possibly the trend of theater attend- 
ance throughout the country which we 
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believe continues on the up-grade, is 
better portrayed by the fact that for 
the last 13 weeks ended February 23, 
the net profit was slightly over $10,000 
or equivalent to 10 cents a share on 
the preferred stock. Although earn- 
ings are quite likely to fall off some- 
what during the coming summer 
months, nevertheless, comparatively 
favorable box office receipts are looked 
for and by the time the company gets 
into its best earnings period of the 
year, consumer purchasing power 
should be better than it has been for 
some little time following the continua- 
tion of industrial recovery currently 
witnessed. As of February 23, 1935, 
current assets with over $4,000,000 in 
cash amounted to $18,848,334, and 
current liabilities $12,404,441. At the 
end of February of last year, however, 
cash amounted to $3,463,436, current 
assets were $16,661,156 and current 
liabilities $12,782,523. At the present 
time, Warner Bros., together with its 
subsidiaries, operates approximately 388 
theaters located in about 21 states, and 
with releases already planned, it is pos- 
sible that this company will come pretty 
close to covering its interest charges 
this year. If it does, this will be the 
first time since 1930, and in our opin- 
ion, therefore, where the speculative 
risk is recognized, retention of moder- 
ate holdings of the common stock, on 
a price basis, is advised at this time. 


HIRAM WALKER-GOODERHAM 
& WORTS, LTD. 


It was my understanding that the earn- 
ings of Hiram-Walker Gooderham & 
Worts had increased sharply, yet the stock 
is back near the low for the year. Will 
you explain this, and comment on the de- 
sirability of holding 150 shares averaging 
25% ?—G. D., Boston, Mass. 


It is true that marketwise Hiram 
Walker has sold off somewhat, despite 
the favorable earnings which undoubt- 
edly will be reported when this com- 
pany relinquishes its income state- 
ment in August. After the Supreme 
Court’s decision in connection with the 
NRA, it was feared that chaotic con- 
ditions in the liquor industry might re- 
sult from that ruling. However, the 
administration of the Alcohol Control 
Board was transferred over to the 
Treasury Department, and apparently 
the large distilling companies do not 
feel the disturbances by the ending of 
the NR A—because they are of the 
opinion that the necessary adequate 
control over the industry can be exer- 
cised through other agencies, already 
in operation. Last year, as of August 
31, the net profit reported was $3,366,- 
267 equivalent after dividend require- 
ments on the preferred stock to $4.40 
a share on the common. In the previ- 


ous fiscal year, however, net income 
was only $370,741 equal to but 80 
cents a share on the $1 cumulative pre- 
ferred stock. Of course, such a sizable 
increase in net income was most fav- 
orable, and this income covered only 
approximately nine months of repeal, 
whereas the first full year’s results fol- 
lowing repeal will not be known until 
the income is figured as of August 31, 
this year. This company is particularly 
fortunate in our opinion, in that it 
owns one of the largest stocks of aged 
American-type whisky in the world. 
Undoubtedly, it will take several years 
until there has been built up in this 
country sufficient bonded stock to meet 
consumptive needs, and consequently 
demand for the aged product available 
in Canada may be expected to in- 
crease. This would be especially true 
if a lower tariff were effected. Then 
too the margin of profit on old whisky 
is larger although this has not been 
Hiram Walker’s principal source of 
earning power. Its volume and profits 
have come through the sale of its 
cheaper brands. Incidentally, Hiram 
Walker's Peoria plant is the largest 
distillery in this country and currently 
is reported to be mashing 17,000 bush- 
els of grain daily, equivalent to ap- 
proximately 85,000 gallons. The capa- 
city of the plant is estimated to be 
100,000 gallons and it is anticipated 
that this rate will be reached in the 
next few months. Business outside of 
the United States is continuing to 
show slight improvement, and sales in 
Canada show a larger percentage of 
increase than other world markets. 
Many illicit distillers are being driven 
out of the business, and over the 
longer term some of this business will 
probably be diverted to Hiram Walker. 
Anticipating an increasingly larger de- 
mand, the company is now planning the 
erection of six new warehouses, and 
this, together with the other favorable 
factors already discussed, seems to dic- 
tate the wisdom of retention in your 
case. 


CERRO DE PASCO COPPER 
CORP. 

Do you believe Cerro de Pasco’s gold 
and silver prospects are now generously 
discounted? Do you believe it can advance 
considerably further in line with the Gov- 
ernment’s silver buying program? Are you 
advising the continued retention of this 
siock?—A. M. O., Dallas, Tex. 


With its mines located in the Peru- 
vian Andes, Cerro de Pasco Copper 
Corp. has long been numbered among 
the world’s leading copper producers. 
As you are aware, however, it is prin- 
cipally due to the rise in quotations for 
gold and silver which are contained in 
large amounts in the ores mined, that 
the company made such a good show- 


ing last year when the equivalent or 
$1.59 a share was earned on the com- 
mon stock, against rather sizable losses 
in each of the preceding four years, 
In effect, the high gold and silver re. 
covery of the company tends to lower 
its copper costs. Last year, sales of 
copper outstripped production and at 
the close of the year inventories of that 
metal had declined roughly 4,400,000 
pounds. The management recently 
announced that silver production would 
be measurably increased this year, an- 
other furnace having commenced op- 
erations with that end in view. It was 
further stated that increased output of 
the precious metals (gold and silver) 
would be accomplished without an 
increase in copper output. Naturally, 
the Administration’s silver buying 
policy, if carried to its ultimate goal of 
$1.29 an ounce, holds good possibilities 
for Cerro de Pasco, while foreign cop: 
per curtailment should eventually im- 
prove profit margins on that metal. 
True, existing quotations for the stock 
and the yield afforded by recent divi 
dends takes cognizance of the com 
pany’s nearby earnings outlook, but 
we question if longer term possibilities 
are fully discounted. With increased 
demand for copper bound to material- 
ize with any broad advance in the 
world economic cycle, the heavy ex: 
penditures on plants and equipment 
made during recent years will unques- 
tionably be translated into marked 
earnings gains, regardless of whether or 
not silver quotations advance further. 
With this in mind, and in view of the 
hedge afforded by the stock against 
further currency tinkering in_ this 
country, we still advise retention of the 


issue. 


INGERSOLL-RAND CoO. 

With the yield of Ingersoll-Rand but 
2.3% at today’s market price, I would be 
interested in knowing if you consider the 
investment possibilities such as to suggest 
further holding instead of switching ito 
a lower-priced issue offering greater 1- 
come and appreciation—E. P. L., Seattle, 
Wash. 


Ingersoll-Rand has long occupied a 
leading position in the manufacture of 
compressors, pneumatic tools, rock 
drills, pumps, condensors, refrigeration 
machinery and numerous types of 
machinery widely used in the mining 
and construction fields. The company 
caters to the capital goods industry and 
because of this, its business has been 
severely depressed during recent years, 
albeit it has maintained a better rec’ 
ord during the depression than many 
other companies similarly _ situated. 
Losses were shown in only two of the 
depression years (1931 and 1932), the 
total of which amounted to only $3, 
101,640, before dividends. In 1933, 
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TO THE INVESTOR IN 


PUBLIC UTILITY SECURITIES 





=) 

} HE public utility situation constitutes an invest- 
ment problem which requires constant, personalized 
attention if the investor is to emerge with a satis- 


factory gain, instead of a disheartening loss. 


For a long period, Investment Management Service 
counselled avoidance of the utilities, thereby safe- 
guarding our clients’ principal and income against 
shrinkage. Ample reason for our attitude is found 
in the four specific uncertainties facing this field 
of industry: (1) government competition on a 
huge scale, (2) drastic regulation with regard to 
rates, (3) constantly mounting taxes, (4) efforts to 
destroy holding companies and break up electric 
light and power companies into smaller units more 


easily subject to domination. 


Early in 1935, because of the deflated prices of many 
sound utilities our opinion changed. This is revealed 
in a letter to an investor on March toth: “Our 
close contact with the utilities indicates that they are 
getting close to a point where selected issues will 
be a buy—depending, of course, on a careful study 
of the situation in Washington.” A steady accumu- 


lation of strong senior issues was approved. 





The N R A Supreme Court decision, following 
upon David E. Lilienthal’s admission that T V A 
could not compete with private distributors of elec- 
tric power if books of the Government’s “yard- 
stick”” were kept properly, was the news necessary 
to accelerate the advance of the utilities to an 


intermediate point where profit taking was in order. 


Now the passage of the Wheeler-Rayburn Public 
Utility Bill by the Senate on June 11th has again 
thrown fear into the investor committed in this 
group. We anticipate that the House will pass 
this bill without vital revision and that the Presi- 
dent will sign it. Further, we predict that the 
utility leaders will push a test case in the courts at 
the first opportunity and that the bill will be 


declared unconstitutional. 


Our clients know that our representatives here and 
in Washington are keeping this complex situation 
under close scrutiny. They will never be left in 
doubt as to their market position since the account 
executive personally assigned to their account will 
take the initiative in advising them precisely when 


and how to act. 





JO that you may recognize any weakness in your position we offer to 
make a preliminary analysis of the portfolios of interested investors with a minimum 


capital or equity of $20,000. Merely send us a list of your securities and objectives. 


There 1s no obligation. 















INVESTMENT ManaGEMENT SERVICE 


A DIVISION OF THE MAGAZINE OF WALL STREET 


go Broad Street 


JUNE 22, 1935 





New York, N. Y. 





net income amounted to $164,184 
while the profit for 1934 increased to 
$3,048,088. Reduced to a per share 
basis on the common stock, last year’s 
figure amounted to $2.97 a share, in 
marked contrast with the one cent a 
share shown for the preceding year. 
The balance sheet dated December 31, 
1934, revealed current assets of $26,- 
921,401, including cash and equivalent 
alone of $14,330,745, and current lia- 
bilities of $2,131,121. Since there are 
definite indications of a break-down of 
the barriers which have held back the 
flow of capital to those industries which 
Ingersoll-Rand numbers among its 
principal customers, the outlook for 
the organization is reasonably promis- 
ing at the present time and earnings for 
the full year 1935 should considerably 
exceed those of last year. While it is 
true that the current yield on the stock 
is low, future prospects are by no 
means believed discounted by the mar- 
ket and we suggest further retention 
of your holdings. 


KENNECOTT COPPER CORP. 

Please give me your views on the situa- 
tion in Kennecott Copper, and the effect of 
recent developinents on its outlook. Also, 
de you favor holdina or selling 100 shares 
bought at 157—O. B. C., Peoria, Il. 


Last year, Kennecott Copper Corp. 
reported earnings equivalent to 53 
cents a share on the common. stock 
which was over twice the 21 cents re- 
ported in 1933. Recently, the chair- 
man of the board stated that earnings 
of the company for the first quarter 
were at an annual rate of $1 a share— 
domestic sales amounting to approxi- 
mately 30% of the total volume and 
foreign sales accounting for the remain- 
ing 70%. At the year-end, the com- 
pany showed a strong financial posi- 
tion with close to $58,000,000 in total 
current assets and only $5,982,348 in 
current liabilities. The fact that a 
pact among the world copper producers 
was formulated materially helped the 
long range outlook for the industry. 
Even though the United States is not 
a party to that agreement, it was un- 
derstood that following any rise in the 
world price of copper as a result of 
this agreement, exports from this coun- 
try would not be expanded. On the 
other hand, the wiping out of the code 
restrictions makes possible heavy ship- 
ments of copper out of this country 
should a drastic decline occur in the 
domestic price structure. This might 
very materially work against the inter- 
national agreement and cause chaos in 
the industry for a long time in the 
future. The rigid limitation of supply 
which was worked out in considerable 
detail under the National Industrial 


Recovery Act was largely responsible 
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in stabilizing the copper market. A 
definite sales quota for the entire in- 
dustry of approximately 30,000 tons 
was laid down, following which the 
price of this metal was raised to nine 
cents a pound where it was stabilized 
during the past year. With the aban- 
donment of the code, however, it is felt 
that if the industry as a whole should 
attempt to continue the present ar- 
rangement on a voluntary basis as some 
other industries have done, there is the 
possibility of attack because of the in- 
fringement of the anti-trust laws. 
Possibly the way out lies through the 
medium of special legislation which 
might be somewhat easier for this in- 
dustry than for others inasmuch as it 
involves natural resources. Conse- 
quently, the conservation argument 
would seem to justify special regulatory 
measures on the part of the Govern- 
ment just as in the case of lumber, for 
example. Even though you have a 
small profit in the shares now held by 
you, we are inclined to believe that 
over the long pull the necessary steps 
will be taken not only to conserve our 
own natural resources but also to pro- 
tect this very sizable industry, and, we 
do not advocate liquidation of your 
holdings at this time. 





World Trends Toward Stable 
Currencies 


(Continued from page 257) 





This is all very deplorable, but it 
shows the relentless economic forces 
which are always set in motion to right 
an unbalanced situation. Moreover, 
it means that as a practical matter in- 
ternational stabilization of currencies is 
much more nearly tenable than it was 
when the world’s trade first commenced 
to crumble in 1929. Whether the ad- 
justment has got to the point where 
actual stabilization would be possible, 
if the world only had the determina- 
tion to try, we do not know. In fact 
no one knows, for the matter is not 
one which can be blue-printed before- 


hand. 
Who Will Make the First Move? 


Undoubtedly, however, the adjust- 
ments of the past five years have 
reached the point where a real attempt 
at stabilization ought to be made. The 
first move ought to be made either by 
the United States or Great Britain; it 
does not matter which, so long as the 
other is willing to forget the scuttled 
London Economic Conferences or 
similar grievances, and enter into the 
thing with a real spirit of give and 
take. The two nations might come to 


an agreement as to the comparatively 
narrow limits within which they would 
permit the dollar/sterling rate to flucty. 
ate. If the exchange attempted to jump 
these limits, either up or down, it would 
be resisted by the huge stabilization/ 
equalization funds of both nations, jf 
the exchange were found to be defp, 
itely trending in one direction, then 
the limit points would be altered, for 
after all it is only by trial and error 
that a tenable exchange rate between 
two countries can be ascertained. 
Such an agreement would be an im. 
mense step in the right direction. It 
would mean that over a period, the dol- 
lar/sterling rate of exchange, the most 
important in the world, would gradu 


ally approach the so-called natural 
level—the level at which formal 
stabilization could be effected. [It 


would have certain immediate advan. 
tages of a very important character. 
It would practically eliminate damag: 
ing exchange speculation between the 
peoples of the two countries. It 
would, moreover, tend to tie the pound 
and the whole sterling bloc to the dol- 
lar and to eliminate the present indirect 
tie to gold. In other words, Great 
Britain’s stabilization fund, instead of 
operating against the gold franc in an 
effort to iron out fluctuations in the 
gold value of the pound, would forget 
gold values and concentrate upon ddl 
lar value with the aid of our own 
stabilization fund. 

We might, of course, have to give 
some guarantee that any dollar bal 
ances acquired by Britain would not be 
impaired by our again altering the gold 
value of the dollar and some agreement 
would have to be reached as to adjust: 
ment in the event that our fund ac 
quired surplus sterling balances. Also, 
it would be necessary for both coun: 
tries to ignore any temporary trade or 
other advantage that a third country 
might obtain by further currency de 
preciation. If, for example, after the 
agreement, the gold bloc wanted to 
devalue, let them; if such devaluation, 
as might well be the case, actually dis 
rupted the de facto relationship be: 
tween the pound and the dollar, then, 
after a fair trial, try another set of 
limits as was provided for originally. 
If the United States and Great Britain 
would do this, and stand firm in the 
face of all internal and external forces 
making for disruption, it would not be 
very long before the rest of the world 
fell into line. 





For Features to Appear 
in the Next Issue 


See Page 223 


ee) 





When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 











as well 
smokir 
March 
the ec 
415,02 
of nea 
earned 
recent 
despite 
fits eq 
duded 
positic 
liquid 
increa 
althou 
for tol 
such a 
of the 
long | 
until 
demor 
gains 
tion, 
only 
hicle. 
Th 
Ligge 
other 
invest 
purp¢ 


being 


of $: 
and « 
the f 
in I 
equa! 
leadi 
Was 
dend 
the | 
ally 
near] 
Gov 
00, 
shar] 
fund 
and 
total 
859, 
083 
to ¢ 
Ligg 
such 
Pied 
of s 
Rou 
ture 

R 


sale 


JU) 











ratively 
7 would 
D flucty. 
to Jump 
t would 
1Zation/ 
Ons. If 
e defin- 
n, then 
red, for 
hd error 
between 
2 an im- 
‘ion. It 
the dol- 
he most 
| gradu. 
Natural 
formal 
ed. It 
advan- 
aracter, 
damag- 
een the 
es, It 
> pound 
he dol- 
indirect 

Great 
read of 
> inean 
in the 
forget 
yn. dol: 
r own 


O give 
ir bal- 
not be 
le gold 
“ement 
idjust: 
rd ac: 
Also, 
coun’ 
ide or 
yuntry 
y de 
or the 
ed to 
ation, 
y dis 
D be: 
then, 
et of 
nally. 
ritain 
1 the 
orces 
ot be 


vorld 








Cigarette Consumption at 


New Peak 
(Continued from page 253) 


—!\_— eer aaa —— 
ee 





as well as Revelation and Barking Dog 
gmoking tobaccos. For the year ended 
March 31, last, the company earned 
the equivalent of $3.75 a share on 
415,026 shares of capital stock, a gain 
of nearly 210% over the $1.21 a share 
earned in the previous fiscal year. This 
recent showing is an impressive one 
despite the fact that non-recurring pro- 
fts equal to 54 cents a share are in- 
duded in per-share results. Financial 
position of the company is strong and 
liquid and would readily permit an 
increase in the present $1 dividend, 
although the need for larger outlays 
for tobacco stocks may tend to postpone 
such action for the present. The affairs 
of the company are handled by men 
long experienced in the industry but 
until the company has more fully 
demonstrated its ability to hold its 
gains in the face of strenuous opposi- 
tion, the shares should be considered 
only as an interesting speculative ve- 
hicle. 

The Class B and common stocks of 
Liggett & Myers Tobacco Co., on the 
other hand are highly regarded as an 
investment medium. For all practical 
purposes the shares may be regarded as 
bing on a $5 dividend basis, although 
$1 is in the form of an extra. Earn- 
ings have been adequate to cover the 
$3 payment by a good margin through- 
out the depression, except in 1933 
when they dropped to the equivalent 
of $4.84 a share on the combined B 
and common stock. Last year, despite 
the payment of more than $2 a share 
iN processing taxes, earnings were 
equal to $5.92 a share. Of the four 
leading companies, Liggett & Myers 
was the only one to fully earn divi- 
dends in 1934. Financial position of 
the company continues characteristic- 
ally sound, with working capital of 
nearly $150,000,000 and cash and 
Government securities of around $36,- 
000,000 at the end of last year, despite 
sharply increased inventories. Total 
funded debt amounts to $27,674,206 
and outstanding 7% preferred stock 
totals 225,141 shares, followed by 
859,856 shares of common and 2,277,- 
083 class B common stock. In addition 
to Chesterfield cigarettes, earnings of 
liggett & Myers are augmented by 
such secondary brands as Fatima and 
Piedmont and several popular brands 
ot smoking tobacco including Granger 
Rough Cut, Velvet and Dukes Mix- 
ture. 

Reflecting a sharp increase in the 
sale of Camel cigarettes, R. J. Rey- 
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nolds Tobacco earned $2.15 a share 
on the 10,000,000 combined common 
and class B shares last year, as against 
$2.11 a share in 1933. The actual 
earnings improvement, however, was 
greater than indicated by per-share re- 
sults, since 1933 earnings included non- 
recurring items totalling $9,003,598, in 
the form of a profit realized from the 
sale of the company’s investment in its 
own stock, and an advertising expense 
appropriation charged against 1932 
earnings but not expended until 1933. 
Thus, actual net income from opera- 
tions rose from $12,150,123 to $21,- 
536,894 last year, or roughly 75%. 
Despite dividend payments in excess 
of earnings in the past two years, the 
company has maintained an exception- 
ally strong financial position, a factor 
which offers considerable assurance 
with respect to the continuation of the 
present $3 dividend. Offering a yield 
of 6%, the shares are a worthy income- 
producing medium. 

Sharply increased tax payments 
coupled with an apparent loss of com- 
petitive advantage last year, prevented 
American Tobacco Co., from fully 
earning the $5 dividend on its shares. 
Net income in 1934 was equal to $4.46 
a share on the 4,688,277 shares of 
combined common and class B stock. 
In 1933, these shares earned $3 each. 
A strong financial position has per- 


mitted the maintenance of regular divi- 
dends. With the commutation of its 
lease of various cigarette and smoking 
tobacco brands from the Tobacco Prod- 
ucts Corp., involving the payment of 
$2,500,000 annually, American To- 
bacco will be able to save annually an 
amount estimated as equivalent to 32 
cents on the common and B stocks. 
Profits in the early months this year 
were reported to be moderately ahead 
of last year but costs also were higher. 
Until there is definite evidence that the 
company is again forging ahead com- 
petitively, the shares will continue in 
a semi-speculative category, with the 
generous yield offering the principal 
inducement to acquisition. 

Unlike its principal competitors P. 
Lorillard Co., still depends for the 
bulk of its business upon products other 
than its Old Gold brand of cigarettes. 
The sales of the latter, although fourth 
highest, are still substantially below the 
three leaders. Among the company’s 
other products are included a number 
of popular smoking and chewing to- 
baccos, while little cigars and several 
brands of Turkish cigarettes are im- 
portant from a revenue standpoint. 
Earnings last year on the 1,887,862 
shares of common stock were equal to 
$1.15 a share, comparing with 89 cents 
a share earned in 1933. Last year the 
company paid an extra dividend of $1 
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1935 _ 1935 
Price Range Price Range 
Recent sos ——~—— Recent 

Name — Amer High Low yoy Name and Dividend High Low Price 

um. Co. of Amer.......... 6134 32 g Great A. & P. Tea N.-V. (*6) 189 121 12814 
Amer. Cyanamid B (. 205g 15 20% vies 2014 4712 
Amer. Gas & Elec. (*1. 140). 28% 165 27% 7450 ye 68% 
Amer. Lt. & Tr. (1.20) .. 1034 7% 10% 164 11% 15% 
= ae ae ee aes : 3 1% 64 44 62 

soc. Gas Elec. “‘A”’....... 4, 2 Imperial Oil (*.50)......... 221446 153% 20% 
Retee.......-....-.-. 103% 73 9% Take Shore Mines (*2). 58482 
Cities Service............. 2% 34 14 Mead-Johnson & Co. o.. 6334 55 6234 
Cities Service Pfd. .. 2446 6% 15% National S Ref. (2).. 35 2644 2644 
Colum. G. & E. cv. Pfd. (8). - 2 Niagara Hu wha ee 64 2% 5% 
Common wealth Edison @. 77% 47)4 (‘15}4 Novadel-Agene (2)......... 223, 1834 2134 
Consol. Gas Balt. nes 60) . 844 525g 77 Pan-Amer. Airways (1)..... 4414, 3714, 38 
Cord Corp....... 4% 2% 2% Pepperel | ie eeeder: 8915 523, 68 
4 RS aR 15 f 145% tts. Pl. Glass (1.60)....... 67 463, 67 
Creole Petroleum.......... 1834 18%4 SE ae Willinse (8). 100 84 100 
Distillers Cp. Seag......... 18% 1354 1644 Swift & Co. (*.50).......... 1954 145, 16 
Elec. Bond & Share........ 8% 346 6% Swift Int'l (2)............. 3614 3414 
Elec. Bond & Share Pfd. (6).. 5944 374% 654% United Founders........... y % 
Fisk Rubber..... 114 65, 634 Qnited Lt. & Pwr.A.. 1% 5% 1% 
Ford Mot. of Can. “A” (asa). 32 ig 23%, 2434 United Shoe Mach. (*2). 4). 845, 70 8214 
Ford Motor, Ltd. (10) . 9 7% 8% Walker Hiram H. W.. $254 234% 24% 
Pa T11¢ 45 
Glen Alden Coal (*1)....... 24 185; 155% * Includes extras. 
per share, influenced largely by its The first is that the chronically “sick 


strong liquid position, but in view of 
the greatly increased tobacco costs now 
effective upon earnings, it is doubtful 
that stockholders can expect an equally 
generous disbursement this year. In 
the meantime, however, the regular 
$1.20 rate appears secure and the 
shares offer a liberal return. 








Regimentation Ends 
(Continued from page 234) 








seasonal recession and readjustment is 
completed, can fail to go ahead. Scores 
of leading industrialists for months 
have been proclaiming that “business 
is ready to go ahead, but for the 


shackles imposed by Washington.” 
Remove those shackles, they have 
pleaded, and business will produce re- 
covery. 

Well, the shackles have been re- 
moved. The ball passes from our 


famous quarterback very largely into 
the hands of business. That is the 
reality, regardless of the political 
manouvering to be seen in the next 
several months. It remains for busi- 
ness now to show its stuff. We believe 
it will. 

Because of the short time which has 
elapsed since the NRA decision was 
handed down forecast as to the specific 
effects in various industries must rest 
largely upon opinion, rather than dem- 
onstrated facts. Nevertheless, some 
general conclusions can be drawn with 


reasonable certainty. 
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industries which leaned most heavily 
on the artificial price props of NRA 
will naturally be hardest hit by its 
termination. Prominent among these 
are fertilizer, bituminous coal, paper 
and textiles. Excessive capacity and 
keen price competition for years have 
been the rule in all of these and their 
troubles are nothing new. In terms of 
employment and economic activity fer- 
tilizer and paper can scarcely be con- 
sidered major industries. Any read- 
justment in textiles will come at an 
opportune time in that recent months 
have seen a substantial curtailment of 
production by both cotton and rayon 
mills and a resultant strengthening of 
the relationship between stocks and 
current demand. The bituminous coal 
industry is scheduled for individual 
treatment under the Guffey Bill, now 
pending in Congress. 

No important adjustments are ex- 
pected in the automobile industry, since 
the threat of potential labor difficulties 
is probably strong enough to give the 
industry much inducement to maintain 
wage and hour standards as far as pos- 
sible. In steel some official price con- 
cessions are possible, but are not yet 
indicated. Moderate reductions, as dis- 
cussed elsewhere in this issue in a spe- 
cial steel article, would probably be a 
good thing. 

The domestic copper industry's ace 
in the hole is production control, cen- 
tered in the hands of a relatively small 
group of major producers. The death 
of NRA will not basically change the 
picture. Reliance for control of oil 
production will have to fall back upon 
state pacts, but the present relationship 
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price of crude oil appears to rest upon 
a firmer basis of supply and demand 
then in several years. 

Chemicals have not been important. 
ly affected by NRA; and neither 
have construction, farm equipment or 
meat packing, the latter two being 
greatly concerned, however, with 
AAA and farm income. The doubt 
thrown on the Jones-Costigan law ob- 
cures the early prospect of the sugar 
industry. Lumber prices had already 
broken down weeks before the expira- 
tion of NRA, but there has been the 
compensation of increased volume of 
demand. Baking and food processing 
companies may benefit moderately from 
downward adjustment of unit labor 
costs. 

Retail trade establishments and 
chain systems now show sporadic price 
cutting and wage and hour changes, 
but not on any significant national 
scale. In such service industries as res- 
taurants and hotels wage and hour ad- 
justments probably will be numerous. 
Railroads and public utilities got noth- 
ing out of NRA and will not regret 
its passing. 








What To Do Now 
(Continued from page 229) 





Confused as the economic picture 
may be as one examines it piecemeal, 
two basic characteristics become ever 
clearer. On the one hand the credit 
reservoir fills higher and higher. On 
the other hand business tends more 
and more to crowd in on the spotlight 
hitherto monopolized by government. 
The Washington hotels report the illu 
minating fact that the rush of business 
executives to the Capital has abruptly 
waned since the Supreme Court deci 
sionon NRA 

In the light of this decision, the 
necessity for business men to drop row 
tine affairs and hurry off to Washing: 
ton to fight in self-defense has cer’ 
tainly been greatly lessened. At the 
same time it slowly dawns on the 
country that the much talked of $4, 
000,000,000 work-relief program 1s 
going to be virtually another C W A, 
with little effect upon the heavy i 
dustries. 

In short, the buck is more and more 
being passed to business, where it be: 
longs. Even the Government, despite 
the scorn in which it is supposed to 
hold “‘chiselers,” has abruptly held up 
its own buying of materials for cur 
rent public works in the apparent hope 
or expectation of getting lower prices. 
As one steel journal comments, it is 
almost as if the Government were 
“daring business to recover.” 
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Gone, in most minds, is the fatuous 
dream that the New Deal can plan, 
direct and achieve recovery for us. 
That job is for business to do, over all 
the obstacles that a well meaning gov- 
ernment has placed in its path. Those 
obstacles, we should not forget, are 
incidental and secondary to a monetary 
policy which, however criticized by the 
orthodox defenders of an out-moded 
gold standard, has vastly bolstered the 
credit foundation essential to recov- 
ery. 

As this is writtn, this nation’s stock 
of monetary gold has passed the $9,- 
000,000,000 mark and reserves of 
member banks of the Reserve System 
at $5,049,000,000 are at a record high 
level. Since January 31, 1934, the gain 
in our gold stocks has been the enor- 
mous sum of $2,187,000,000, apart 
from the “profit” on devaluation. 

Putting our abundance of credit to 
work waits only on the long-term con- 
fidence of capital and management. 
We believe that is definitely on the 
rise, though it has far to go. 





Detroit Edison Co. 
(Continued from page 249) 





ciency are quite comparable to Detroit 
Edison obtained 4.41 cents per kilo- 
watt-hour from its domestic customers 
last year on an average consumption of 
760 kilowatt-hours per customer, taxes 
being only 12.3 cents of every dollar 
of gross. 

So far as the ordering of future rate 
reductions is concerned, Detroit Edison 
is in a particularly enviable position in 
as much as the Michigan utility author- 
ity made a comprehensive survey and 
agreed to the company’s property valu- 
ation in 1915 and that an accurate 
record is held on the cost of every addi- 
tion since. The company states that 
less than 2% of its fixed property is 
carried at any other figure then prov- 
able cost. The practical effect of this, 
of course, it to put the company in a 
strong position should it be necessary 
tc. carry unwarranted orders for rate 
reductions to the courts. 

It will have to be admitted frankly 
that those seeking investment will find 
nothing obviously cheap in the stock 
of the Detroit Edison Co. The pres- 
ent dividend of $4 a share annually was 
only earned (after the $1,400,000 ex- 
ceptional appropriation to retirement 
reserve) by a margin of 16 cents for 
the twelve months to the end of last 
April. Thus, an increase in the pres- 
ent dividend rate does not appear a 
near-term prospect and the current 
yield is less than 5% on the basis of $81 
a share. On the other hand, the fact 
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that the stock is not statistically cheap 
may be attributed partly to the com- 
pany’s seemingly exceptional position 
in regard to the Washington utility 
bombardment and partly to its record 
of fairness to both customer and in- 
vestor which has been built up by a 
sane management over the years. 








Happening in Washington 
(Continued from page 231) 








Peek is out along with his plan of 
of particular international trade swaps 
—and another attempt of the Admin- 
istration to travel simultaneously in 
opposite directions is at an end—but 
Secretary Hull is making little progress 
with his wide open trade agreements. 
Although these short time agreements 
do not require confirmation by the 
Senate the political and business op- 
position is so strong to every pro- 
posal to reduce American tariffs that 
the whole enterprise may be considered 
a flop. 


Business and the New Deal — 
Now that we know that Mr. Roper’s 
Business Council, which the President 
exalted when he was panning the 
Chamber of Commerce of the United 
States as not being representative of 
American business, squarely opposed 
the Utilities Bill it is interesting to note 
that the United States Weekly, after 
analyzing the membership of the Cham- 
ber, finds that 32 per cent of the mem- 
berships represent trade associations, 
20 per cent of the members are in cities 
of more than 100,000 people and 48 
per cent from cities of under 100,000. 
The representative nature of the Cham- 
ber is further indicated by the rapid 
increase of members since it attacked 
the New Deal. 


Legislative forecasts remain about 
the same as two weeks ago, except that 
there is a chance that Congress may 
get through before August 1. Wagner 
Labor Bill and social security will go 
through without a hitch, but thirty- 
hour bills will be suppressed. House 
will not stand for them—now thinks 
Wagner bill should satisfy labor. 
Congress is becoming more and more 
susceptible to public opinion, and less 
subservient to White House whims. 








Outlook Brightens for Heavy 
Steels 


(Continued from page 251) 








now “ready to go.” If so, then steel, 
now soundly adjusted to immediate 
consumption and more efficient than 
ever before, should also be “ready to 
90.” 

The big push ahead, whether in the 
third quarter or whether further de- 
layed by political uncertainties, will in- 
evitably be in those sectors of steel 
now most depressed. To be sure, there 
will be benefits for all classes of steel, 
but consumption of tin plate, for 
example, is not now depressed and con- 
sumption of steel by the automobile 
industry has already experienced a 
large gain. The industry’s partial re- 
covery to date has been almost entirely 
in these and other light steels. The 
big percentage gains will be elsewhere. 
The chances of their coming through 
over a reasonable time would seem to 
lend unusual speculative attraction to 
the present decidedly long odds quoted 
on the old line makers of heavy steels. 
It need hardly be said that this is a 
problem of intelligent and patient 
speculation. It is by no stretch of the 
imagination a question of investment 
or, on the other hand, of quick trading 
profits. 

The wide slack remaining to be tak- 
en up is chiefly in heavy machinery, 
railway equipment, construction and 
the miscellaneous uses of steel—the 
latter substantially expanded in recent 
years by new industrial developments, 
processes and applications. 

So believing, this analyst casts one 
vote each for United States Steel, 
Bethlehem and Republic—with no in- 
tent that omission of the rest be in- 
ferred to be invidious. The odds of- 
fered by these stocks at present are 
longer than on most sound steels. The 
long-term speculative promise is equal 
to that of any of the rest and superior 
to that of most. 





An Investment Realist’s 
View of the Railroad 
Prospect 


(Continued from page 242) 








For Features to Appear 
in the Next Issue 


See Page 223 








and new plans are said to be underway 
for the revamping of Missouri Pacific’s 
capital structure, the one proposed by 
Van Sweringens, not having been fav- 
orably received by security holders. 
Apparently because of the loans that 
the RFC has made to some of the 
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railroads, Jesse H. Jones, head of that 
organization, intends to take direction 
of the railroad reorganizations that 
may be attempted from now on. The 
plans now under consideration call for 
the RFC instead of the bankers, as 
in the old days, to supply the cash that 
may be required to make them effective. 

Mr. Jones has indicated frequently, 
since he has taken hold of the question 
of railroad reorganization, that he be- 
lieves plans can be successfully carried 
through on the basis of average earn- 
ings for the last three or four years. 
Bondholders and stockholders do not 
agree with him. Such a basis would 
mean, not only a sacrifice but a 
slaughter of bondholders, while stock- 
holders, in most cases, would be counted 
out altogether. It will be interesting 
to see whether he can put into effect 
his formula for railroad reorganization, 
that would call for fixed charges equal 
to about 3/4 of the average balance 
available in the last three or four yeats 
for that purpose. It is believed that 
he will be compelled by railroad bond- 
holders whose claims are many, many 
times those of the RFC, to accept a 
more favorable formula. 

All in all, the railroad situation is 
one demanding the closest attention of 
investors. The turn in railroad affairs 
is near enough to warrant substantial 
increases in the marked price of many 
senior securities which have been un- 
duly depressed, but they cannot be 
bought indiscriminately. Second grade 
bonds in such roads as indicated in the 
accompanying table offer good income 
with prospects of price appreciation. 
The more speculative bonds also shown 
naturally carry a higher degree of risk 
and larger prospects of ultimate mar- 
ket gain. 





For Profit and Income 
(Continued from page 247) 





pellers, Sikorsky amphibions, and 
Chance Vaught military ships. Al- 
though the stock is not currently cheap 
on a statistical basis, the prospect of 
Government orders, export business 
together with the constant expansion 
of the civil airplane in this country, 
make for a future clearly bright. 


* ok # 
Wonders Never Cease 


Neither its own stockholders nor the 
general public have been able to pry 
much in the way of information about 
the company’s affairs out of the Allied 
Chemical & Dye Corp. Well, here is 
the company actually volunteering the 
information that sales during May, 
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last, were larger than in any month 
since October, 1930, a period of almost 
five years. Will wonders never cease? 








As I See It 
(Continued from page 227) 





The fear of financial loss which lends 
conservatism and caution to private 
aspirations has no consideration in 
public works. A deficit is just too 
bad—for the taxpayer. Hence there 
is no incentive for efficiency or genu- 
ine economy when government enters 
the field of business. This is true in 
all phases of the Government’s activi- 
ties. 

Go into any community where P W 
A and F E R A, and other parts of 
the Government alphabet have been 
at work, and listen to the stories the 
home folks tell about the incompe- 
tence, stupidity and waste that are 
obvious on every hand. 

Although six months have elapsed 
since the Work Relief measure was 
first proposed by the Administration, 
yet it has only just been discovered 
that 4,000,000,000 dollars will permit 
an expenditure of only $1140 for 
each of the 3,500,000 persons that 
it plans to re-employ. In other words, 
work projects cannot be allowed to 
cost for both labor and materials, more 
than $1140 per worker. The result of 
this belated adventure in arithmetic. 
has been to hold up all plans while 
the politicians search for some picayune 
jobs which will require little or no ma- 
terial or working equipment. 

There is a fine example of political 
planning. The young radicals which 
swarm the governmental offices in all 
capacities have had their chance and 
have failed. The rationalist is now 
fighting for his opportunity. Back of 
his faith in the future is the fact that 
all the people of these United States 
have made tremendous progress ma- 


terially and socially under the indi- 
vidualistic system of capitalism and 
personal initiative for the last hundred 
years, —that governmental planned 
economy all over the world has been 
a failure. 

Private business may be a growth 
which lacks long-distance conscious 
planning, but it is a sturdy growth and 
it works. In all the thousands of tracts 
and tomes that have been written in 
praise of central economic planning 
there is not a sign to be found of proof 
that a planned economy would be as 
practicable as the unplanned economy 
of today which is the result of thou- 
sands and hundreds of thousands of 
men and women thinking out and 
working out their own particular af- 
fairs. The wealth of a nation is in the 
thrift of its millions of individuals, 
and all the testimony of the ages goes 
to show that the wise management of 
the community’s affairs is slowly built 
up of accretions of the common sense 
of individuals in the prudent direction 
of their business. 





Shell Union Oil 


(Continued from page 256) 





at this time and its prospective effect 
upon the earnings of Shell Union will 
do much to hasten the time when the 
senior stock issue will again be ona 
dividend basis. 

With funded debt of some $47,000,- 
000, as well as the preferred stock with 
accumulated dividends ahead of the 
13,070,625 shares of common, the lat- 
ter shares are still some distance re 
moved from earning power. At the 
same time they have definite appeal as 
a low-priced equity in an important 
and conservatively valued property, 
and their acquisition with an eye to 
the future rather than upon immediate 
return might well prove a timely and 
profitable venture. 
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